What is Your 
Market 


TELLS YOU 


Pi The exchange on which the stock is 
listed—its ticker symbol. 


|2The nature of the company’s busi- 
ness, for in many cases the company 
Name gives no indication of its ac- 
tivities. 

3% Our original method of ratings— 

| shows the outlook for the industry 
= company represented by the 
ock. 


|4 lt shows the funded debt, if any, 
| so earnings prospects can be more 
accurately determined. 


5. The number of shares outstanding— 
essential in judging marketability, 
and action in thin markets. 


/& Earnings’ record for the past three 
' years—a quick check on the com- 
pany’s progress. 


a Dividend rates—the date on which 
the investor must have been a stock- 
holder to receive them—and the date 
of payment. 


4 The high and low price for last year 
and this year—helps determine the 
| Possible price swings. 


® Frequently-changed, terse, timely 
' comments point out the major fac- 
| tors operating—whether favorable or 
| unfavorable—enabling the investor 
| to accurately judge the investment 
' Merit of any stock at any time. 


a 


All Factual Information 


and Market Data on 
1542 COMMON AND PREFERRED STOCKS 


% Our Adjustable Stock Ratings will put your market I. Q. on a par 
with your broker’s. This 112-page pocket-size handbook is a com- 
plete, concise compilation of 1542 leading common and preferred 
stocks—all listed and rated for easy reference. 


% Each month Adjustable Stock Ratings is revised to bring it up to 
date with current reports. Individual stock comments based on 
intensive analysis, offer you technical positions and investment out- 


look. 


% Whether you contemplate buying, selling or are just scanning 
stock possibilities, this pocket-book will be invaluable to you as an 
everyday market guide. Let us enter your subscription to Adjustable 
Stock Ratings as checked on the coupon below. Beginning with the 
current issue, you will receive each month a new book—completely 
revised. 


% Why not take advantage of our special four-in-one combination 
offer listed on coupon below—The Magazine of Wall street for one 
year (26 issues), Adjustable Stock Ratings for one year (12 issues), 
1939 Security Manual and Confidential Consultation Privileges. All 
of this market reference and advice for only $9. 


GET THIS SERVICE NOW—ONLY $2.50 A YEAR 


THE MAGAZINE OF WALL STREET, 90 BROAD ST., NEW YORK, N. Y. 
Enter my subscription to ADJUSTABLE STOCK RATINGS as checked: 


(—] ADJUSTABLE STOCK RATINGS, 1 YR $2.50 
(1 $1.50 if you are annual magazine subscriber. 











THE MAGAZINE OF WALL STREET, 1 YEAR 
ADJUSTABLE STOCK RATINGS, 1 YEAR. ..........- 12 ISSUES......... 
1939 SECURITY MANUAL , 


—>SPECIAL COMBINATION OFFER <— 
26 ISSUES.........ACTUAL VALUE $7.50 


“ 


CONFIDENTIAL CONSULTATION PRIVILEGES 


ADDRESS 
POREIGN SUBSCRIPTIONS: ADJUSTABLE STOCK RATINGS ONLY, SAME AS ABOVE. ADD $1 FOR POSTAGE ON COMBINATION OFFER. 
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SPECIAL FORECAST— 


—Opportunity 
for You— 


e e e Over the coming months, 
you will need expert stock analy- 
sis and investment counsel as an 
indispensable factor for market 
consideration—of what to Hold 
—Buy—or Sell. 


e e e A clear understanding of 
profitable action is vital to you. 
THE MaGaZINE OF WALL STREET 
brings this underlying, timely, 
fresh investment information to 
you in each issue, every two 
weeks— giving you a clear 
interpretation of all im- 
portant events in Busi- 

ness, Industry, Legis- 

lation and 

Politics. 
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increase your income. Send $1 
for next 4 important issues of 
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The Magazine of Wall Street 
90 Broad Street, New York 


I enclose $1.00. Send me the four copies 
beginning with your next issue. 


OO If you would like te have this special 
offer cover eight issues instead of four, check 
here and enclose $2.00. 
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A survey of student opinion in 
Washington, D. C., recently re- 
ported, gives business a strong hint 
of what it has to overcome in the 
minds of the next generation. Ap- 
proximately 55% of the scholars 
there have already acquired the be- 
lief that business is dishonest! This 
may be the era and theirs may be 
the age of cynicism, but that a can- 
vass on such a question should be 
necessary at all is startling; the ac- 
tual percentage is appalling. Per- 
haps if surveyed in a city where 
there is more business and less poli- 
ties the result would have been 
different. Still, a more appreciative 
attitude might have been expected 
in Washington, the point toward 
which all of industry’s taxes flow 
first, the city which has been adver- 
tied as immune to slumps for per- 


fectly obvious reasons connected 
with its main and sustaining activity. 

The growth of suspicion toward 
business has been rapid in the last 
decade and certainly nothing that 
Government has done has tended to 
relieve it. The Government has 
been busy explaining and justifying 
its own methods, releasing floods of 
free material to newspapers all over 
the country, popularizing its objec- 
tives, making sure that the benefi- 
ciaries of each move realize their 
obligation. For the testimony to be 
given before the T N E C a hand- 
book of terminology has been issued, 
to make sure that the words used 
will ring pleasantly in the ears of 
the public. Some sample advice: 
“* Spending’ is a bad word. Avoid it 
like a copperhead. Talk about ‘gov- 
ernment running expenses’ and ‘gov- 


ernment plant.” “‘Savings’ is a 
‘good’ word, tenderly regarded on 
the folkways.” “ ‘Debt’ is a very 
‘bad’ word on the folkways.” And 
so on, all directed toward leaving a 
favorable impression on the 99% 
who, just as the students in Wash- 
ington, absorb their concepts ready- 
made from others. 

Business has no choice but to com- 
bat misunderstanding “on the folk- 
ways” with equal vigor, although we 
hope with a better grade of weapons. 
Associations and individual enter- 
prises are making adequate begin- 
nings. The test of true adroitness 
will be to acquit itself of the misde- 
meanors charged against it by many 
politicians without finding it neces- 
sary to vilify its accusers. If its case 
were weaker such tactics might be 
mandatory; fortunately they are not. 





IN THE NEXT ISSUE 


Will It Be Roosevelt Again? 
By E. K. T. 


Does the President want another term? Can he get the nomination? Can he be 
elected? Does Garner want the job or is his candidacy a political maneuver? Who is 
the strongest among the Republican aspirants? This shrewd appraisal of the political 
scene by one whose fore-sight needs no comment, discusses these vital questions. 
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Gendreau 


Motor sales at retail during the past month were not only ahead of April 
but about 45°/, over May, 1938—the largest gain of any month th iw 
year. Production has been slowed down by the Briggs strike and dealers F worryin 
stocks show moderate reduction. See The Business Analyst, page 25. 
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AS BROAD AS BUSINESS ITSELF 


a a 


Questions of the Day 


If peace prevails through August will the war psychological spur. Basically, the problem of business, 
danger be over? small or large, is not one of credit but of profits. Credit 
is so redundant today that it is pathetically eager to 
Every month that passes without war will lessen fear follow sarning power wherever demonstrated. It is 
of war, but only war could quickly and conclusively end probable that more harm than good would result over 
the present uncertainty. On the side of peace, the rela- the long-term from forcing money into channels not of 
tive power of Germany is declining as British-French jts own natural choosing, but the immediate effect of 
amament and economic recovery rapidly proceed. On Government-inspired and guaranteed loans to small 
the other side, the strain on the German economy may business could hardly be other than mildly inflationary. 
push Hitler into further adventure. In August there 
will be reason to wonder about September, for it was Is buying for income being overdone? 
near the close of September last year that the Czech 
War crisis came to a head at Munich. The theory that In the sense that the quest for fair return is involv- 
wars start shortly after crops have been harvested or ing certain risks and a degree of hazard, it is. Buying 
hot at all is not necessarily infallible. Since modern high coupon bonds, selling above call price, in an age 
warfare is not halted by winter, it is at least possible a of cheap money when refunding operations may mean 
war could start in winter. War would be a dynamic losses sooner or later, is overdoing the search for income. 
certainty. Confidence in peace can only be established On the other hand, the practice of buying high yield 
gradually over a period of many months. common stocks without careful regard to security of 
dividend rate, may also be attendant with disappoint- 
Can government loans to small business turn the ment if business recovery does not come up to expecta- 
tide for either large or small business? tions. The sane solution to the income problem is not 
wholly in bonds nor wholly in stocks of storm-cellar 
Money at work makes an invigorating sight at any variety, but as the Investment Clinic has frequently 
time, and particularly so when doubts of the future are pointed out, in reasonable diversification among bond 
Worrying the business community. To the extent that junior and senior issues of moderate return which 
Government loans stir up circulation and confidence, have still some way to go before striking their natu- 
therefore, they would be likely to provide a distinct ral ceiling. 





Business, FrnanctaL and InvestmMeNT Counsetors - 1907 — “Over Thirty-One Years of Service” — 1939 








STREET 





| UNE 17, 1939 









What is the evidence of business improvement? 


The remarkable vigor of retail trade with its yet little 
seasonal slackening is outstanding; although the 
sustained character of motor sales, the activity in resi- 
dential building, way ahead of last year, and the recent 
improvement in the operating return of the steel indus- 
try, are not without significance. Admittedly, the trend 


of capital goods production has been downward {fo 
several months, but this has meant a material reduction 
in heavy goods inventories. Moreover, if consumption 
goods continue as active as currently (and remember 
that governmental stimulation is almost wholly directed 
at them, and may be for the next year and a half) the 
time will come when their activity must be transmitted 
to the capital goods industries. 





The Trend 


BRITAIN HELPS US... Throughout the world the na- 
tionalistic urge for self-sufficiency was never stronger 
than at present—but this is a relative matter. World 
trade is not what it used to be but it is still enormous, 
still vitally important to all great nations. The fact is 
that no large country can operate in its own economic 
vacuum, entirely divorced tangibly and psychologically 
from other economies. Our sharp business relapse in 
1937-1938 affected many other nations adversely. At 
the present time the strong economic improvement in 
Great Britain and France is affecting us favorably. 

Over the past five months the rise in British business 
has been one of the sharpest on record, with present 
indications pointing to probable attainment this sum- 
mer of a new all time high by the composite index calcu- 
lated by The Economist. In France the economic im- 
provement since last November has been little short of 
amazing. In each of these countries rising emphasis on 
re-armament is, of course, a major factor. While the 
armament orgy is building up a terrific economic head- 
ache for the longer future, with or without war, for some 
time to come the implications are bullish. 

Recovery in Britain and France will tend to help us 
directly through trade. It will also help us psycho- 
logically. Whatever our aversion to foreign entangle- 
ment, most Americans instinctively feel that in this 
troubled world we have a stake in common with the 
British and the French. 


RAILROADS WAKE UP ... The most serious problems 
of the railroads may be beyond their control, especially 
problems of political origin, but on the other hand it can 
not be denied that all too many rail managements have 
been deplorably ineffective in the matter of self-help. 
Only when some two-thirds of former passenger reve- 
nues had been lost was there any real attempt to meet 
motor competition with experimental rate reduction. 
The big eastern roads were the last to see the light. 
They fought the passenger rate reduction forced on them 
by the I. C. C. and later obtained its partial elimination. 
Now—surprise of surprises—they have voluntarily pro- 
posed an experimental rate cut on round trips, the reduc- 
tions increasing with the distance traveled and ranging 
from 10 to 32 per cent. 


of Events 


Reflecting fare reductions made earlier by western and 
southern roads, as well as faster and more comfortable 
services, the long-term decline in passenger revenues 
apparently hit bottom several years ago for the industry 
as a whole, and a hopeful upward trend has been estab- 
lished. At best, however, it is unlikely that more than 
a relatively moderate percentage of former passenger 
traffic can be regained. Indeed, of more significance to 
rail earnings is the fast freight service in which some 
roads, notably Baltimore & Ohio, have pioneered. 

The legislative help to be expected from the present 
session of Congress will not change the picture in any 
major degree. One proposed amendment to the pending 
tax bill, however, may be of considerable importance to 
many roads as it would permit them to buy up and 
retire depressed bonds without liability for Federal 
income tax on the difference between par and the prices 
paid. Rails bonds of par value of $10,500.000,000 now 
have a market value of about $6,000,000,000. Since any 
such scheme would raise market prices, any important 
debt reduction could only take place over a_ long 
period of time and chiefly by negotiation with sell: 
ers rather than open market purchases. Moreover, for 
the majority of roads it does not answer a_ pertinent 
question: to wit, what are they going to use for money 
with which to buy the bonds unless they get it from 
the Government? 


LOOKING AT THE BRIGHT SIDE... It’s news. ani 
perhaps a good omen, when utility men turn away from 
harping on politics to realistic self-analysis and to cot- 
templation not of how much their industry has lost, but 
how much it has kept. Speaking before the recent col- 
vention of the Edison Electric Institute, Thomas ¥. 
McCarter, veteran chairman of the Public Service Cor 
poration of New Jersey, touched lightly on the industry: 
troubles but added: “We are not so badly off.” 
“When I contemplate the plight of agriculture 
and of real estate,” he said, “and when I see the 
doldrums in which the great steel industry ant 
the railroads of the country are; when I see hotel 
like the Waldorf-Astoria not able to make aly 
money, we haven’t done so badly. We have pail 
our preferred dividends, generally speaking, and 
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most of us a fair return upon the common stock.” 





‘d for Preceding this the Institute’s President Kellogg had 
uction fF admonished the assembled utility executives that their 
uption fF jndustry’s salvation was largely in their own hands. It 
ember § js reassuring that this important branch of private 
rected HF enterprise recognizes its own responsibility, even though 
f) the I itremains true that governmental policies—in the fields 
nitted f of regulation, taxation and public power projects—have 
, vitally important bearing on the future of utility 
investments. 
ECONOMIC PLANNING ... Every visitor to the great 
World’s Fair in New York will get out of it pretty much 
what his own mind takes to it. There is much to see, 
much to learn, much to set one think- 
nand @ ing. On our several visits it so hap- 
rtable @ pened that the strongest impression 
enues @ was made by the contrast between 
lustry & what the du Pont exhibit stands for 
estab- @ and what the Federal Government’s 
» than & WPA building stands for. 
senger The du Pont display, although by 
ice to | no means elaborate, is the very epi- 
some @ tome of successful private enterprise 
at its best. Here was busy production, 
resent & eficiency, order, continuity, skilled 
n any & Planning. Workers and machines turn- 
nding § ing out needed goods. Old products, 
ace to & new products. Cellophane rolling out 
> and § of an ingenious machine. We remem- 
ederal @ bered when it was a novelty only a 
prices § short while ago at many times its 
) now & present cost. Nylon being spun. This is likely to replace 
e any f sik in hosiery. Rayon fabric being woven. This has 
rtant fF revolutionized the textile field. Synthetic rubber of in- 
long & calculable potentialities. 
 sell- The WP A building? Sorely needed relief for the dis- 
r, for ff ttessed—but also waste, extravagance, cynical spending 
tinent f for political purposes, inefficiency, confusion, cross-pur- 
noney ff Poses, lax administration, improvisation masquerading 
from § 2 “planning.” 
Yes, one gets out of the Fair what one takes to it. 
Perhaps other eyes see things we don’t see, and other 
minds shape different impressions. Yet was pre-New 
and | Deal America all wrong? Can politicians bring about a 
from § higher standard of living and the more abundant life? 
. con- They never have. 
t, but 
t Con- 
1s \. fF THE RUSSIAN ENIGMA .... It remains for time to 
Cor & Teveal the significance of the present “breathing spell” 
stry’s f "Europe. Although each month that passes without 
War is a gain for peace, anything can yet happen. The 
ilture fF devious game of power politics runs on and on, in end- 
» the fF less series of moves and counter-moves. The situation 
and remains fluid, without stabilized balance of power. Rus- 
notes F S@ 1s the biggest question mark, especially as seen by 
any J British and French eyes. But from the Russian view- 
paid F Pomt, British policy is likewise a question mark—while 


and 
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Hitler, pondering on his mountain top, 1s probably more 
than a little uncertain as to just what can be expected 
of either Chamberlain or Stalin. Even in Britain, as else- 
where, there are those who doubt the effectiveness and 
resolution of the Chamberlain government, now appar- 
ently flirting cautiously with “appeasement” again. 

What is the Russian game? No doubt the Commu- 
nists would love to capitalize on a ruinous war confined 
to the Fascist dictatorships and the western Democra- 
cies — but the Ukraine and territories bordering Rus- 
sia happen to be first on Hitler’s schedule of aggression. 
It is therefore probable that the Russians are simply 
holding out for a stiffer price in return for a firm military 
alliance with the British-French combination. 

What is Chamberlain’s game? It is possible that he 
still entertains fatuous hopes of a deal 
with Hitler. On the other hand he may 
be trying to use renewed hints of “ap- 
peasement” as a club over the head of 
Stalin. If the latter is his strategy it 
will fail, for the Soviet Commissar 
holds the better cards. The British, 
quite naturally, don’t want to sign a 
blank check to Russia’s order. Neither 
do the Russians want to sign a blank 
check to Britain’s order. Since Cham- 
berlain’s pledges to Poland, Rou- 
mania, Greece and Turkey will not 
awe Hitler unless they are imple- 
mented by an outright fully mutual 
alliance binding Russia, Great Britain 
and France, Chamberlain probably 
will eventually sign on Stalin’s dotted 
line—sign with a trembling hand. 


AN UNBIASED REPORT ... It is not often that the 
investigation of a large industry by a governmental 
agency—especially when that industry is dominated by 
a few big companies—results in a report contaiming as 
much praise as it does criticism. The report on the auto- 
mobile industry recently submitted to Congress by the 
Federal Trade Commission is thus a noteworthy docu- 
ment. For while it does not give the motor makers an 
absolutely clean bill of health—relations between manu- 
facturer and dealer as well as certain practices in con- 
nection with installment financing of retail sales are 
criticized—the F TC study is fair enough to suggest 
that mere bigness in itself is not a social evil, that in the 
case of the motor industry it has not resulted in any 
lessening of competition, and that while operations of 
the larger companies have been quite profitable to their 
owners, these companies give to the public a continu- 
ally improving product at continually declining prices. 
And it is of further significance that, with respect to 
those points specifically criticized, corrective action will 
probably be undertaken voluntarily by the industry 
rather than as a result of coercive legislation. Which, we 
submit, is the way matters of mutual interest between 
government and industry should properly be handled. 
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The Next Buying Point 


Anything more than a relatively short-range market-busi- 


ness recovery over the months ahead is doubtful. 


While 


further near term rally seems probable, the odds are not at- 


tractive for intermediate trading or investment purchases. 


BY A. T. MILLER 


Wiss virtually no speculative excitement, the market 
last week reached a new high on the recovery from the 
lows of April and this quiet movement is now entering 
its tenth week. 

Ten weeks of advance in spring and early summer 
certainly constitutes strong reassurance that the severe 
March-April reaction was not the forerunner of a bear 
market geared to a prospect of domestic business and 
financial deflation. Moreover, evidence is now convinc- 
ing that a period of business improvement has begun. 

On the other hand it cannot be denied that the actual 
scope of the market’s advance over the past nine weeks 
has not yet gone beyond the confines of what might be 
considered a normal technical recovery. Our daily index 
of 40 industrials has made up approximately 55 per cent 
of the March-April loss, our broad weekly index has 
made up 50 per cent and the more volatile Dow-Jones 
industrial index has made up about 61 per cent. On 
purely technical reasoning—ignoring the significant time 
factor and the fact of business betterment—advance to 
date from the April 8 low is no more impressive than 
was the February-March rally from the January low. 

We lean to the hopeful side and believe there is a 
better than even chance of additional advance, barring 
further disagreeable surprises from Europe—but putting 
the best light on the matter, how dynamic is the pros- 
pect? Aside from relatively short term speculative po- 
tentialities — always attended by maximum of market 
risk — how strong is the base for confidence when one 
weighs intermediate or long pull commitments? 

Some observers point to the similarity between the 
present setting and that of last June, and are on the 
lookout for a fast break-away spurt on the up side. That 
is a possibility but we rather doubt it is a probability. 
There is one important difference. The Dow-Jones in- 
dustrial average was then around 113 and few expected 
the fast start of a bull market. It is now around 140 and 
many people, although not a majority, are talking of the 
possibility of dynamic advance. 

In making anything more than short range trading 
purchases, the question is not only the probability of 
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advance but the character and probable scope of ad- 
vance. In six years under the New Deal we have had 
two years of sustained market advance—the period from 
March, 1935, to March, 1937—and four years in which 
only nimble speculators could garner profits. Are we 
entering a period such as 1935-1937 in which sustained 
rise in stock values was geared to eleven successive quar- 
ters of generally improving corporate profits? Or, at 
best, will any advance from here in the market and in 
business activity be in the nature of an intermediate and 
relatively short phase of recovery as were the interme 
diate recoveries of the summer of 1933 and the second 
half of last year? Even should the business index ad- 
vance above last December’s high and even should the 
market approach last autumn’s high, we think it will be 
conservative to contemplate the staying power of such 
a movement with considerable skepticism. 

Since March, 1938, the range of the Dow-Jones indus- 
trial average has been approximately 99-158. Excepting 
a 5-point spurt which hung up the 158 top right after 
last November’s election, the 153 mark is a clearly de- 
fined level of resistance. Therefore, this average at pres 
ent is 41 points above its bear market low and 13 points 
under a level which we doubt it will significantly better 
in any advance this summer. From a technical view- 
point, and for other reasons to be considered hereafter, 
we must conclude that the present odds are not very 
attractive from either an intermediate trading or long 
pull investment point of view. This opinion, of course, 
could be modified, in its application to intermediate 
trading opportunities, by any considerable technical 
reaction over the near future. 

Following five or six months of contraction in output 
of both durable goods and consumption goods, the com- 
bination of heavy Federal spending, active construction 
and sustained consumer demand can no doubt support 
another period of expanding production. The perform 
ance of sensitive commodity prices points this way. The 
action of high grade bonds suggests a considerable i 
crease in corporate financing and re-financing during the 
second half of the year. All of this is favorable but t 
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falls short, as we see it, of an adequate base for sustained 
capitalist recovery. We see neither need for, nor incli- 
jation toward, the type of business investment which 
gntributed importantly to the 1935-1937 recovery. 
The Federal P WA building program will reach its 
yak within the next month or two. Even should more 
pump priming funds be authorized at the present ses- 
ion of Congress, it is to be doubted that such political 
anmunition could or would be used in important degree 
before the spring of 1940. In short, from the present 
Pater, assuming a rise in the adjusted business 
indexes in the third quarter, what will it leave for the 
fourth quarter and for the following quarter? With a 
crucial election not so far beyond the horizon and with 


the big majority of business men and investors frankly 
hoping for a sweeping overturn of the present political 
regime, is there increasing or decreasing chance of any 
real renewal of productive long term investment by pri- 
vate capital? This picture may clear some time next 
year, but we see scant reason to expect a fundamentally 
bullish answer this year. 

Finally, no matter how hopeful one may be that 
Europe will avoid war, this uncertainty and the fear of 
further possible crisis will inevitably remain a back- 
ground stock market factor this summer. Partly for that 
reason, it is not impossible that the customary June- 
September advance may be crammed into the period 
April-early July. —Monday, June 12. 
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Washington 


BY E. K. T. 


LABOR DISTURBANCES TO CONTINUE 


—_— and labor disturbances will probably increase 
during the coming month. Factors in this trend will be 
a moderate increase in industrial activity, the continued 
warfare between rival organizations, and an attempt to 
get the widest possible union foothold before the Wagner 
act is radically amended. 

Strikes in 1938, a year of declining production, were 
40 per cent fewer than in 1937, but every period of 
increasing business activity is accompanied by intensified 
union efforts and demands for higher wages. This nat- 
ural phenomenon is expected to recur this fall and winter. 
There is no prospect for peace between the C.I.0O. and 
the A.F. of L., and the attempts of rival unions to obtain 
members and recognition in the same industries and 
plants will lead to disturbances which employers gen- 
erally will be powerless to prevent. 


Wagner Act Amendments 


The Wagner act was passed to reduce labor disputes, 
but since its enactment, and particularly since its valida- 
tion by the courts, strikes have been more numerous 
than at any time in our history and it appears that this 
situation will continue until the act is amended or unless 
and until all industry is unionized and union rivalry dis- 
appears. This is because the terms of the act and the 
application of it by the National Labor Relations Board 
give organizers a free hand and permit unions to strike 
to obtain recognition or to show their strength because 
of slight grievances—real or manufactured. 

The Wagner act could be changed to promote more 
genuine collective bargaining and fewer arbitrary union 
demands and to reduce strikes caused by union rivalries, 
demands for recognition, charges of discrimination, and 
other causes not directly related to wages and working 
conditions. Such changes need not curb workers’ rights 
to organize and bargain collectively nor sanction em- 
ployers’ interference with those rights. Eventually this 
will be done, either by legislation or administrative 
action, but probably not at this session. The NLRB 


will make some modifications in its procedure, but not 
enough to satisfy demands for Congressional revision. 
House and Senate labor committees are filibustering the 
hearings, and it is apparent that no radical revision can 
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be put through Congress now. Some advocates of sweep- 
ing revision prefer not to see minor changes now, hoping 
for more thoroughgoing action next year. 

N LEB permission for employers to petition for plant 
elections to determine which group of employees is 
entitled to recognition will remove some strike causes, 
but the Board is expected to hedge this permission in 
such ways that strikes can still be called by groups not 
representing a majority. Evidence is piling up that the 
N LEB and its examiners are frequently biased in favor 
of unions and against employers and that this encourages 
organizers to call strikes on slight pretexts. Charges that 
N LRB favors C.I.O. against A.F. of L. are denied and 
have not been proved as a general policy. 

An investigation of NLRB policies and the effects of 
the Wagner act is threatened by a considerable element 
in Congress unless amendments to the act are brought 
to a vote. The administration does not want this but 
apparently would prefer it to a substantial revision of 
the law. All attempts of business men to get the admin- 
istration to admit that its labor policy might be delaying 
recovery have met the cold shoulder. A congressional 
investigation would be largely a continuation of current 
committee hearings but might have a broader scope. 


The Strike Record 


Strikes during 1938 were smaller and shorter than 
during the big strike year of 1937, according to statistics 
of the Labor Department, due chiefly to the fact that 
factory output was declining. There were 2,772 strikes, 
involving 688,000 workers and 9,000,000 man-days of 
idleness, but this was 1,968 fewer than 1937 and involved 
only one-third as many workers and man-days. Only 
two strikes involved more than 10,000 workers, compared 
with 26 in 1937. 

Half the 1938 strikes were for union recognition, dis 
crimination against union members, closed shop, or other 
organization activities; 28 per cent were over wages 
and hours. In only about 40 per cent of the strikes 
did the workers gain substantial benefits, and the longer 
the strike lasted the less the workers gained. 

These statistics would indicate a trend toward fewer 
disturbances as more experience is gained with the Was 
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ner act, but the prevalence of strikes is still high and 
events this spring indicate no let-up in the situation, as 
witness the shipping, auto, and coal strikes. The bitumi- 
nous coal stoppage, whether it is termed a strike, a lock- 
out, or merely a stoppage pending contract negotiations, 
cost 6,000,000 man-days of work, as compared with 
9,000,000 in all strikes in 1938. Foreseeing the possibility 
of some amendments to the Wagner act which would 
make more difficult the processes of organizing workers 
and demanding recognition from employers, unions can 
be expected to redouble their efforts to enlarge their 
membership and the number of their exclusive bargain- 
ing contracts, particularly where there are rival unions 
in the same field. Sit-down strikes and destruction of 
plant property, however, may be less frequent, partly in 


deference to public opinion and partly because of the 
Apex Hosiery decision fining a union for anti-trust viola- 
tions in connection with a sit-down. This decision is 
being used as a precedent by other employers, and unions 
are fighting it on appeal but it will be months before 
there is a final decision. 

One factor working against an increase of strikes is the 
body of recent state legislation imposing various sorts of 
restrictions on unions and modifying state collective bar- 
gaining laws passed a couple of years before. Such action 
has been taken in Oregon, Wisconsin, Minnesota, Michi- 
gan, and Pennsylvania. This, plus the fact that no new 
state “little Wagner” acts have been passed this year, 
indicates a definite trend away from government sanction 
of unbridled union organization programs. 





CAPITAL BRIEFS 


Third term talk, very dormant few months ago, is ex- 
tremely lively now and will continue so unless Roosevelt 
himself renounces renomination, which nobody expects 
him todo. Liberal leaders are striving to prevent Garner 
and other potential candidates from getting an early 
foothold and sewing up blocks of delegates months 
before the nominating convention, and they undoubtedly 
have the President’s approval in 
this. They may or may not have 
his explicit approval for their hope 
to build up a “draft Roosevelt” de- 
mand (real or synthetic) which 
would make it look as though Roose- 
velt didn’t want the nomination but 
couldn’t refuse it. Republicans pub- 
lily claim that with the third-term 
isue they could beat Roosevelt 
hands down, but privately they ad- 
mit he could make a better race than 
any other Democratic possibility 
now in sight, even though his re- 
nomination would split what used to 
be the Democratic party. 


Roosevelt's course during coming 
months will be continued champion- 
ing of liberal causes and government 5 
spending, with no genuine effort to - se 
conciliate anti-New Deal business Wide World Photo 
elements since belief is that such 
tan never be won over and _ pro- 
business sentiment is still in minority among voters. 
But he will make a play for small business and consumer 
goods industries, and all business will be urged to accept 
New Deal reforms as an accomplished and permanent 
fact. He will do some talking soon, preferably after 
Congress adjourns. 


Hopkins’ job is to try to adjust business to life under 
the New Deal. The much-publicized White House din- 
ner he staged for eight business leaders was a one-way 
affair—not to get their advice but to expose them to 
Roosevelt’s charm—window dressing. Whatever Hop- 
kins’ views may have been six months ago, there is no 
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present intention on the part of the administration of 
meeting business half way or heeding its advice. 


Commerce Department is being reorganized, however, 
in attempt to be of real value to business, though plans 
are very hazy. Hope is to build up body of industrial 
experts to make continuing studies of domestic problems 
and advise business on subjects 
much broader than mere marketing 
research, working toward idea of 
bureau of industrial economics. Also 
to serve as intermediary between 
industry and government regula- 
tory agencies, anti-trust and all oth- 
ers, even to the point of defending 
the business viewpoint before other 
government departments and com- 
missions. But if this goes to the 
point of conflicting with administra- 
tion policies it will undoubtedly flop. 


Corporation tax revision program 
of Treasury was presented to Con- 
gress over Roosevelt’s desires. He 
had to consent when Senator Harri- 
son threatened to block extension of 
half-billion expiring excises and 
Under Secretary Hanes threatened 
to resign (and _ practically had 
Morgenthau on the point of go- 
ing with him) unless the program 
were presented. Result will be not complete over- 
hauling of revenue laws but considerable lessening of 
tax irritants, though with compensatory increases in 
other taxes so that the total business tax load will remain 
about the same. 


Supreme Court term just ended will go down in history 
as notable for reversing precedents and for greatly ex- 
tending federal power. The New Deal got a few minor 
reverses, as on labor board procedure, but was upheld on 
agricultural marketing, TV A, bitumineus coal, motor 
carriers, communications, gold bonds, taxing govern- 
ment salaries, and other cases. 













With election ahead, the New Deal will not put on the 


brakes, Congress gives only lip service to economy, 


more and bigger Government pump priming is on the cards. 


Will Business Respond ? 


BY THOMAS L. 


- the start of the Government’s new fiscal year on 
July 1 to a period near the 1940 election public money is 
going to be poured out of Washington into the country’s 
economic arteries at a rate never before dreamed of in 
peace time, not even excepting the Veterans’ Bonus 
year 1936. 

If you doubt this and naively expect economy from 
Congress, consider the following incomplete, but suffi- 
ciently conclusive, set of facts: 

1. Congress has already voted a larger total of appro- 
priations for the 1940 fiscal year, starting July 1, than 
our biggest spending Administration asked for. 

2. Quite aside from WPA or any new emergency 
spending-lending schemes, the scheduled cost of operat- 
ing the Government in the 1940 fiscal year will exceed 
that of the 1939 fiscal year by nearly $1,000,000,000. 

3. The freezing of present Social Security tax rates, 
together with increased Social Security benefit payments, 
will increase the 1940 deficit by at least $400,000,000. 

4. The Administration’s initial request for $1,762,- 
490,000 of WPA funds, against $2,250,000,000 appro- 
priated in the 1939 fiscal year, is meaningless) WPA 
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requests always start low; are always upped in a supple. 
mental budget message, especially in an election year, 

5. There is a growing movement in Congress to vote 
$500,000,000 more to P W A, either before adjournment 
in July or early in the next session after the turn of 
the year. 

6. The U.S. Housing Authority is supremely conf- 
dent that its present $800,000,000 authorization will be 
boosted to $1,600,000,000. This is painless spending of 
easily borrowed money for a politically popular cause, 
being reflected neither in the regular budget nor the 
direct Federal debt. 

7. A substantial part of the funds voted for the 1939 
fiscal year—probably at least $800,000,000—will actually 
be spent in the coming year, partly because it was not 
humanly possible to spend it as fast as was originally 
contemplated, partly because it is better politics to spend 
it in the 1940 fiscal year. 

We have said nothing thus far about the pending 
Mead bill, which seeks a 90 per cent Government guar- 
antee of bank loans to “small” business firms up to a 
total authorization of $1,000,000,000. It may or may 
not be adopted, as is or in amended form, at the present 
session of Congress. Washington observers give this 
scheme or a variation of it a much better than even 
chance of being in operation well in advance of Novem- 
ber, 1940. 

We have said nothing of the New Dealers’ politically 
shrewd campaign to build up a case for “Government 
investment” to supplement or replace private investment 
which—according to this version—is stagnant because of 
lack of economic opportunity due to our declining birth 
rate, or because capital is “on strike,” or because of other 
possible reasons, none of which by any chance is the fault 
of the New Deal! 

We have said nothing about the Berle plan to set up4 
Federal system of “intermediate credit” banks which 
would borrow money on Government-guaranteed obliga 
tions and pass it along to all and sundry—loans to bus 
ness firms, loans to states, municipalities, etc., loans to 
finance Federal and local public works, loans to finance 
self-liquidating projects and loans to finance non-self- 
liquidating projects. This is in the study stage which 
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wstomarily precedes New Deal action along precon- 
ceived lines. 

Well then, the sky apparently is going to be the limit. 
senators Glass and Byrd and a few others will talk 
against new spending-lending, possibly even fight against 
i, But when election year looms up over the horizon 
there is a majority of Democrats in Congress—including 
ill New Dealers, some anti-New Dealers and most 
niddle-of-the-roaders—who are brothers under the skin. 
They all want to be re-elected. They tacitly recognize 
hat spending public money is not only their best vote- 
wetter but that their party has no effective alternative 
policy from which they can expect the politically needed 
business improvement to flow asa result of revived private 
investment confidence. Yes, the thing is on the cards. 


Another Pump Priming Recovery 


What will it mean to business? Answer: Barring war, 
it will certainly mean a considerable increase in trade 
ad in industrial production as long as the artificial 
stimulant is being injected into the economic system. 
It could mean a veritable business boom under certain 
conditions—but those conditions are not present and are 
not likely to be present any time in the foreseeable future. 

The common sense reality of the matter was perfectly 
stated by Owen D. Young, chairman of the General 
Electric Co., in his recent testimony before the Tem- 
porary National Economic Committee in the following 
words: 

‘I am in favor of temporary deficit financing, pro- 
vided that it is supplemented by an affirmatively stimu- 
lating and helpful attitude toward the railroads, toward 
the utilities, toward the construction industry, and pro- 
vided further that there be such revision of tax laws and 
suspension of threats and restraints as will really enable 
the stimulant of deficit financing to work. 

‘I do not believe in the policy of giving a stimulant 
and then immediately neutralizing its effectiveness. Let 
us stimulate purchasing power with deficit financing, 
provided that coincidentally gov- 
emment is ready, actively, to aid 
the stimulant by decisive meas- 
wes helpful to business and to 
business confidence.” 

This is not the only democratic 
country in which government eco- 
lomic planning and government 
credit management have been 
tested out. Government inter- 
vention in the economic cycle, in 
oe form or another and in vary- 
ig degrees, has for some time 
ben accepted public policy in 
England, in Sweden and in France. 
In each of the years 1935, 1936 
and 1937 British business activity 
set new all time highs. Yet Brit- 
ain is much further along the road 
fo economic maturity than is 
America. Her policy has been a 
mixture of financial orthodoxy, 
credit inflation, tariff preferences, 
subsidies, gradual and carefully 
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thought out social reforms, all possible encouragement 
to private initiative, and taxes which are onerous but 
neither punitive nor frightening. This policy has worked 
generally well. It has not scared private capital into 
inaction. In a nutshell, the method of British economic 
intervention has been such as to supplement and comple- 
ment private initiative rather than to replace it—which 
means that the British Government and private British 
capital are functioning as a team. 

In France there has been an almost magical economic 
improvement since the Daladier-Renaud government 
modified Blum’s over-ambitious reforms and _ simul- 
taneously supplemented a deficit spending policy with 
common sense encouragements to private investment. 

It need hardly be said that the potential opportunities 
for economic betterment in the United States are incom- 
parably greater than in England, France or any other 
foreign land. There are no inherent deficiencies or short- 
ages here. We have the world’s greatest domestic market, 
plentiful raw materials, superb productive equipment, 
unexcelled technological knowledge, an abundance of 
efficient labor and a surplus of capital. Yet for ten years 
American business volume has been fluctuating in a 
depression range and productive long term investment 
has stagnated. 

What’s the matter with us? It would be over- 
simplification to contend that the whole story lies in the 
business obstacles and investment restraints originated 
by the New Deal in its complex and none too skillfully 
administered twin policy of reform and recovery. The 
sum total of events since 1929—our greatest financial and 
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economic collapse, recurrent war threats, over-rapid 
reform, and the abrupt termination of the first New Deal 
recovery cycle in 1937-1938, frequent and violent gyra- 
tions in the financial markets—has brought into being a 
neurosis of doubt, skepticism and fear among business 
men and investors. Capitalists who formerly assumed 
that every depression—however severe—was temporary 
are now wondering if this one is permanent; and are 
wondering also whether the only way out is fur- 
ther advance down the road of government-run- 
everything. 

To say the least, the New Dealers have ignored or 
failed to understand the simple truth that the essence of 
private capitalism is freedom of choice by the capitalist. 
A sovereign government can commandeer all capital and 
conscript all business managers—but short of adopting 
an economic order different in no salient particular from 
those of Nazi Germany or Communist Russia there is no 
way of forcing private capital into productive endeavor. 
Over the past six years the New Deal has failed to win 
the confidence and cooperation of business men and 
investors and it has no power to command such confi- 
dence and cooperation. 

Indeed, as regards the future of the American economy, 
for the first time in our history of depressions, the ruling 
regime itself embraces the defeatism, skepticism and 
doubt of the average capitalist. It sees abundance or 
potential abundance of goods and services as an economic 
evil calling for regulation, control, repression. It doubts 
the ability of private initiative to produce a recovery. 
It has focused the yearning of every element of our 
people upon the still elusive goal of security and stability 
—away from the risk, venture and progress out of which 
alone can come a higher national income and a higher 
standard of living. 
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It is no wonder that the 1935-1937 pump-primins 
recovery collapsed when deficit spending tapered off 
So far as concerned any lasting benefit, the stimulant, 
had been neutralized. The spending stimulant joy 
being applied is similarly neutralized and so will be the 
spending stimulant projected for 1940. To be sure, a 
considerable temporary lift in business activity will he 
purchased with the money and it will be welcome while 
it lasts, but what it will amount to in terms of the con. 
posite business index is beyond rational forecast. Looking 
ahead over the approximately eighteen months between 
now and the election, the writer doubts that pump- 
priming money—dollar for dollar—will produce as much 
recovery as it produced in 1936-1937. The psychological 
resistance is greater; the need and willingness of business 
men to invest in capital equipment is less. 

Hence, if the New Deal hopes before election to dupl- 
cate the average business activity of 1936-1937 it will 
take a whale of a lot of public money and public credit to 
turn the trick—probably more than the vast spending. 
lending potentials sketched at the start of this article, 

Meanwhile Federal deficit spending, as measured by 
excess of the Treasury’s cash outgo over cash income, is 
continuing at a rate averaging approximately $240,000, 
000 a month or moderately above the rate of the second 
half of last year. This is a substantial support to present 
business activity. While certain forms of spending will 
taper off in the near future, other types of spending 
will rise and it is to be doubted that the Government's 
total contribution to national purchasing power by means 
of deficit financing will decline more than moderately 
and temporarily during the period of transition from the 
present pump-priming program to the new one which 
will be aimed at pre-election business stimulation. 


Public Works Near Temporary Peak 


The P W A spending will hit a peak either in late July 
or August and decline rapidly thereafter. In relation to 
the entire economy this will be partially offset by in- 
creased distributions to farmers and by rising spending 
for armaments, as well as by the still slowly rising Fed- 
eral slum clearance expenditures. 

Even if Congress votes a new P W A appropriation at 
the present session a temporary let-down in public con- 
struction—possibly lasting three to six months—will be 
almost certain because of the lag in getting any new 
program into actual operation. This is an important 
consideration because, dollar for dollar, money spent for 
construction seems to create more employment than any 
other type of public spending. As compared with a year 
ago, increased employment directly attributable to rising 
building activity exceeds 600,000 and accounts for the 
bulk of the total employment gain for the period. Private 
residential building, largely stimulated by the FHA 
credit set-up, will remain generally good through the 
third quarter from present indications but thereafter will 
show at least seasonal decline. 

The chief difficulty of applying the pump-primmng 
factor to a specific business forecast for the second half 
of the year is the fact that the secondary effect of Fed- 
eral deficit spending can neither be accurately calculated 
nor timed. Over a period of time the money poured out 
with the primary purpose of (Please turn to page 260) 
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Securities to Hold Today 


For Tomorrow's Profits 


Six-Year Record vs. Current Prices 


BY CYRUS G. V. WHITE 


= of the heavy goods industries have had 
little but disappointment for almost a decade, despite 
all kinds of logical proof that “sooner or later” the needs 
of this type left unsatisfied during the depression must 
be filled and must cause a boom in producers’ goods. 
It is characteristic of durable goods companies to swing 
in wide cycles, exhibiting very large earning power in 
active periods and frequently running into red figures 
during slumps; paying good dividends for a few consecu- 
tive years, then omitting payments entirely when busi- 
ness falls off. This cycle has always been accepted as a 
normal thing and the prices of individual issues follow 
business hopes and fears to far greater extremes than 
do those in the stable industries. U.S. Steel or American 
locomotive may even incur substantial arrearages on 
their preferred stock without seriously affecting the out- 
lok for common dividends, once another wave of capi- 
tal expansion hits the country. 

The hope so long deferred has now been seriously 
shaken, though, and a growing number of investors have 
tuned away from the durable goods issues and toward 
consumers’ goods stocks. They are impelled to this not 
oily by the feeling that buying waves in capital goods 
may be shorter and scarcer from now on, but also by a 
desire for income in the fairly near future. They see 
available issues which have paid dividends steadily all 
through one long and one short depression, of companies 
which cater to basic human needs or desires and can 
lok ahead a month or a year or longer to the same 
strong, dependable demand for their products. Investors 
can hardly be blamed for preferring near-certainties of 
this sort to the highly problematical possibilities in- 
volved in the typical durable goods issues. That is why 
the consumers’ goods groups have held a strong tone 
through all the recent war crises and alarms as to the 
state of business. 

On the other hand, a favorable trend in general indus- 
tty which managed to persist for any length of time 
Would result in comparatively little gain among the 
table divisions of trade. It might even, through gradu- 
ally rising commodity prices, damage the profit margins 
of certain companies now excellently situated in that 
respect. The outcome of such a trend could very well 
be to raise gross sales considerably higher, but to leave 
‘arnings practically unchanged or, conceivably, some- 
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what lower. At the same time, the influences accom- 
panying a business boom and stronger commodity prices 
would threaten the orthodox effect in the shape of firm- 
ing money rates. The dividends which seem so attrac- 
tive now would then lose in relative appeal; money 
would be in greater demand for business purposes, could 
earn more nearly normal rates. All securities selling on 
an income basis would then be susceptible to mark- 
downs, provided, of course, their earnings and dividends 
had not meanwhile grown. 

These are not immediate considerations in the out- 
look for the consumption goods issues, but they should 
not be forgotten in any list of longer term deterrents to 
be set alongside the undoubted attractions possessed by 
the group at this time. Furthermore, experience has 


wl wl 





Courtesy Westinghouse. 

The food in the refrigerator is typical of consumers’ goods, 

requiring constant replacement. The refrigerator itself, repre- 

senting consumers’ durable goods, may be used for years before 
it will be replaced. 
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business gains lie ahead, it is no 
without its drawbacks. 

To examine individual companies 
in the two groups for the purpose of 
comparing records would prov 
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shown that a shift in sentiment toward the more cyclical 
types, when and if it occurs, will carry a market penalty 
for the stable issues. Much of the money which goes into 
heavy industries as their outlook improves comes from 
the consumption goods stocks through switching. The 
consequent phenomenon has frequently been witnessed 
—an advancing market in which issues of unquestioned 
quality are being left definitely behind. 

The sharp divergence between the longer term merits 
of the consumption goods issues and the durable goods 
issues presents a real dilemma for the investor. There 
is no perfect and complete solution. Yet it is possible to 
arrive at a compromise which brings in some of the bet- 
ter qualities of each group with a minimum sacrifice of 
the virtues peculiar to each. This can be done by mak- 
ing a third classification of those enterprises which de- 
pend upon consumer purchasing power and favorable 
profit margins for their earnings, but which experience 
in lesser degree the same type of buying waves which 
periodically in the past have come to the aid of the 
heavy industries. If we think of “consumers’ durable 
goods” such industries come to mind as the motors, tires, 
office equipment, refrigerators, 





equities and of a like number of con- 
sumers’ durable goods issues. Whe 
the two lists shown in the accompanying tables are ex- 
amined, the first noticeable distinction is in the dividend 
columns. In the first section the yields are all worth 
while and they are all supported by earnings which with- 
stood the 1938 slump in fine fashion, all but one having 
been fully covered last year. Dividends in the second 
list are less attractive and to anyone familiar with the 
issues less dependable through good times and bad even 
at their reduced levels. 

This is brought out by the chart which shows the 
annual price-earnings relationships and yields on the 
two groups. The consumers’ goods issues (figured on 
annual mean prices) sold last year at 14.9 times ther 
earnings for the year, as compared with 14.0 times eart- 
ings in both 1933 and 1934. The consumers’ durable 
goods stocks had a ratio of 16.6 last year, 21.4 in 193), 
and only 12.5 in 1937. The composite yield on the stable 
issues based on 1938 dividends and prices was 5.68 pet 
cent, as compared with only 4.96 per cent for the mor 
volatile equities. Yields on the stable issues have show 
very little fluctuation, but those on the consumers’ dur 
able goods have varied widely, dropping over 30 pet 





household furnishings and _ others 
which sell to the ultimate consumer 
those products which are not quick- 
ly used up and almost immediately 
replaced. The demand is compara- 


tively constant yet not always effec- American Chicle. .. 


Consumers’ Goods Issues 


1938 1938 
Earnings Dividends 


$7.54 $5.50 


Recent 
Price 


tive, and it frequently is postponed 
or accelerated by conditions affect- 
ing the general level of business 
confidence. At the same time, any- 
thing which bolsters consumers’ 
purchasing power helps the sale of 
consumers’ durable goods. Another 
characteristic of the type is that 
somewhat wider profit margins pre- 
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American Tobacco 

Booch-ut Paching..........0..0ccccccceces 
Bristol-Myers 

Coca Cola 

General Foods. 

Sterling Products 

Woolworth 


4.89 
5.78 
3.25 
5.95 
2.50 
5.10 
2.95 


5.00 
5.50 
2,40 
4.50 
2.00 
3.80 
2.40 





THE MAGAZINE OF WALL STREET 





cent betv 
reduced 0 
If boug 
stable ea 
dividend 
other gro' 
to weake 
issues, bu 
at today’ 
last SIX J 
and 1934, 
medium | 
goods sto 
of only 4 
In the 
issues We 
year thar 
in relatio 
the verdi 
priced at 
a ratio ¢ 
figures Us 
justed fo 
dividends 
as if sold 
price in 1 
Anyon 
six years 
to these : 
six will s 
funds in 
volve the 
ful or dey 
earnings | 
on a pric 
average 
Furthern 
be secure 
issues, th 
much la 
stocks hs 
tensively 
whether 
discussio 
one of tl 
It is 
the indu 
should b 


Borg Warner 
Chivsler. . . 
Commercial C 
Congoleum-N 
Eastman Koda 
Firestone... 
General Mot 
International | 


*“—Includ 


—— 


JUNE 1: 


le indus 


3 are a). 
anies jy 
Over 4 


1S aly 
nsumer’ 
ATE good 
t be de. 
mounts, 
IPromise 


ith the 
d even 


ws the 
on the 
red on 
s ther 
S earl: 
lurable 
1 1933, 
stable 
68 per 
e more 
shown 
‘dur: 
30. per 


cant between 1937 and 1938, although figured on the 

reduced market prices which prevailed in the latter year. 

If bought today at approximately current prices, the 
gable earning group would show a return based on 1938 
lividend rates of 4.7 per cent, while the return on the 
gther group would be only 4.4 per cent. This would seem 
tp weaken the case for the consumers’ durable goods 
sues, but there is another point to consider. If bought 
at today’s prices and held through a period such as the 
last six years—which included two of depression, 1933 
and 1934, two fairly good years, 1936 and 1937, and two 
medium years, 1935 and 1938—the consumers’ durable 
gods stocks would yield 5.5 per cent, against a return 
of only 4.4 per cent for the consumers’ goods group. 

In the same way, although the consumers’ goods 
sues were selling at a lower price-earnings ratio last 
year than the other group, calculation of current prices 
in relation to six year average earnings would reverse 
the verdict. Such a calculation shows the stable issues 
priced at 19.7 times average earnings, as compared with 
a ratio of 15.0 for the more volatile group. (All of the 
figures used in arriving at these results have been ad- 
justed for stock dividends and split ups, with the stock 
dividends on International Business Machines treated 
as if sold half way between the high and the low market 
price in the year in which received.) 

Anyone sufficiently optimistic to believe that the next 
six years will be as favorable to business in general and 
to these sixteen companies in particular as were the last 
six will see the merits of investing at least part of his 
funds in consumers’ durable goods issues. This will in- 
volve the acceptance of smaller dividends during doubt- 
ful or depressed periods for the sake of larger ones when 
earnings pick up. It will mean paying more for the issues 
on a price-earnings rating, confident that over a longer 
average the rating will show quite different results. 
Furthermore, while the element of capital safety will not 
be secured to so great an extent as in the more stable 
issues, the opportunities for capital appreciation will be 
much larger. Most of the consumers’ durable goods 
stocks have shown their ability to rise quickly and ex- 
tensively during a prosperous period. The problem of 
whether or not to accept such profits is foreign to this 
discussion, which is concerned with the more immediate 
one of the best present action. 

It is inevitable that a prominent place among 
the industries chosen in the consumers’ durable group 
should be given to the motors. The automobile is a typi- 
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cal product of this class—responsive to changes in pur- 
chasing power and national psychology. Including tires, 
accessories and finance companies, the portion of our 
economy dependent upon the spending of the motoring 
public is a large one. Cameras, office equipment, refrig- 
erators and floor coverings are also typical of the durable 
goods which consumers use and need constantly but 
replace only periodically. The aid being given to con- 
sumer purchasing power by Government spending is 
directly beneficial to the makers of consumers’ durable 
goods, although perhaps not in the same degree as to 
the consumption goods industries. 

Present economic conditions—particularly the spread 
between prices of finished goods and raw materials— 
favor processors and merchants rather than primary 
commodity or durable goods producers. Also, efficient 
manufacturing industries have the benefit of the lowest 
unit labor costs in some time, despite the high level of 
hourly wages. Given moderately satisfactory volume, 
which is not an unreasonable hope at this time, profit 
margins and earnings of the consumers’ durable goeds 

makers should hold to the broad up- 
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Price 
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“Includes 5% stock dividend calculated at mean annual price. 
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trend which set in just about a 
vear ago. 

The danger that this trend will 
not hold is admitted as a cogent 
argument for the consumers’ goods 
stocks. That, however, is one of the 
reasons these issues command a 
market premium today, and anyone 
purchasing such a popular quality 
as stability now is must expect to 
pay for it. By the same token, any 
investor who must have regularity 
in his dividend payments is forced 
to look toward the industries and 

(Please turn to page 257) 
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Du Pont Proves 


Though Selling at 39 Times 
Earnings, Common Stock Has 


Sound Investment Appeal 


BY BROADWELL BENNETT 


ia one conclusive way to demonstrate 
health .and .growth—whether in a national 
economy, an industry or an individual enter- 
prise—is to break old records at each oppor- 
tunity. There may be other proofs that 
progress is actually continuing, but with this 
one there can be no arguing or doubting. As 
a nation we have yet to show that the peak 
of prosperity was not reached a decade ago; 
and the great majority of companies are 
naturally in the same position. The excep- 
tions—those organizations which can prove 
their growing power by consistent growth—are rightly in 
a class by themselves, and very near the head of that 
class stands E. I. du Pont de Nemours & Co. 

Du Pont showed its lack of respect for 1929 records 
by lifting its earnings to new heights in both 1936 and 
1937. In the latter year profits from chemical operations, 
omitting depreciation accruals, were not only above the 
best of the previous boom—they were 63 per cent above 
the 1929 high! Even in the worst depression vear, 1932, 
the company earned over $26,000,000, paid close to 
$30,000,000 in common dividends. And although the 
recent slump made a substantial cut into 1938 results, 
du Pont nevertheless set some brand new records in the 
line of financial strength at the year-end, its cash and 
securities at an all-time high, its net working capital also 
record-breaking and almost twice the level of 1929. This 
liquid asset position, moreover, was despite the expendi- 
ture of some $148,000,000 on plant modernization and 
betterment during the last five years, and the payment 
of $250,000,000 in dividends on the common stock in the 
same period. Earnings, too, have been stated after pro- 
visions for depreciation and obsolescence which have 
broken all 


previous records for amount in each of 
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Its Vitality 


Courtesy du Pont 


First step in the demonstration of the phosphorescent 
characteristics of Pontalite. 


the last several years, with 1938 at a new high level 

The trend, if not the size, of these figures inevitably 
suggests youth, yet the enterprise was middle-aged when 
the Civil War was fought, elderly when chemistry was 
stilla baby. The present corporation was set up in 1915, 
at a time when the first dim conceptions of what the 
chemical industry would grow into were hardly apparent. 
Two years later, however, an investment was mate 
which, with subsequent additions, has come to be a ver! 
important part of du Pont’s assets and earning powel. 
This was in General Motors common stock, now amoutl: 
ing to 10,000,000 shares or roughly 23 per cent of the 
General Motors capitalization, equivalent to about nine 
tenths of a share for each outstanding share of du Pont 
The block of General Motors is carried on the books até 
valuation of $19.05 a share, compared with a current 
market value well over twice as large. 

With General Motors selling at 44 and du Pont at If, 
the value of the nine-tenths of a share of the former 
acquired with each share of du Pont is approximatel’ 
$40, leaving $107 of the market price of du Pont to be 
justified by chemical activities proper. The compat! 
is an undisputed leader in many individual lines, largest 
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yn the chemical industry tagen as a whole, and second to 
none in the diversification of products and customers. 
Eleven main divisions or departments are operated, 
ranked according to last year’s sales volume in the follow- 
ing order: 

Organic chemicals were first in volume in 1938, second 
inthe previous year. Products are dyestuffs, tetraethyl 
kad, ethyl alcohol and other organic chemicals. 

Fabrics and finishes slipped from first to second place 
st year. Pyroxylin and synthetic resin finishes, paints 
and varnishes, pyroxylin- and rubber-coated fabrics are 
the principal products. 

The Rayon Division making viscose and acetate rayon 
maintained its third-place position in 1938. 

A gain from sixth to fourth place was registered by the 
“Cellophane” Division, with such products as cellulose 
film, “Cel-O-Seal” caps and bands, and cellulose sponges. 

Next came the Grasselli Chemicals Department, mak- 
ing inorganic heavy chemicals, acids, zinc and zine prod- 
ucts, insecticides and spray products. 

Commercial explosives and blasting accessories placed 
sixth, not including sporting or military powders in this 
category. 

Seventh was the R & H Chemicals Department, pro- 
ducing electro-chemicals, chlorinated solvents, ceramic 
colors and chemical specialties. 

The Ammonia Department, making synthetic am- 
monia, ammonia products, methanol, higher alcohols and 
other miscellaneous products, was next. 

In ninth position came the Krebs Pigments Depart- 
ment with lithopone, titanium dioxide, titanium litho- 

pone, extended titanium pigments, and dry colors. 

The Plastics Department making pyroxylin, cellulose 
acetate and other plastics and articles fabricated from 
the plastics was in next to last place. 

Finally came the Smokeless Powder Division making 
sporting and military powders, the original chief activity 


of du Pont. 
Trends in Sales 


All except one of these eleven main divisions were 
profitable last year, but nine of them followed the main 
trend of the business in reporting lower volume than 
in 1937. Gainers in relative position were organic chem- 
als, Cellophane and Krebs pigments products; losers in 


Importance in total sales were fabrics and finishes, inor- 


ganic heavy chemicals, commercial and 
plastics. 

Most important customers are other industries, par- 
ticularly textile, chemical, automotive and paper, and 
du Pont’s fortunes are directly connected with the gen- 
eral pace of business. One of the fundamental trends in the 
company’s business, however, and one which grows more 
oticeable each year, is the increasing approach to the 
ultimate consumer. This is an ideal type of diversifica- 
lion, since it not only widens the scope of products and 
the list of potential customers, but it also cuts down 
vulnerability to the cyclical slumps which seem to have 
become a more frequent and more handicapping part of 
oureconomy. Du Pont may never develop a resistance 
to slumps equal to that of a grocery chain, but it is 
rapidly nearing the perfect compromise between the wide 
swings of heavy industry which provide the opportuni- 


explosives 
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ties for spectacular gains, and the steady, dependable 
earnings characteristic of caterers to basic consumption 
needs. 

Among trade names developed by the company over 
the last few years are those of Duco lacquers, Dulux 
synthetic resin finish, Fabrikoid cloth and imitation 
leather, Cellophane, Zerone, Tontine window shades, 
Pyralin, Acele rayon, Cel-O-Seal bottle closures, Plasta- 
cele, Phenalin, Lucite, Neoprene, and Nitramon. Lucite 
is the crystal clear substance half as heavy as glass but 
remarkably strong which is exhibited at the World’s 
Fair in the semblance of a mammoth diamond. Uses for 
Lucite are still in the early exploration stages, but they 
seem certain to widen greatly. Neoprene is the rubber- 
like material which is one of the best prospects as a sub- 
stitute, once quantity production permits the further 
lowering of a price already reduced far below its early 
levels. Plant facilities have already been acquired for 
the production of a newly developed latex-impregnated 
sheet to be used in the manufacture of shoes, the opera- 
tion to be conducted at Russell, Mass., in the New Eng- 
land footwear district. Stability should be gained by 
every such step toward fundamental needs. Another 
plant is being prepared at the Belle, W. Va., works for 
the making of ethylene glycol, which among other out- 
lets will be sold as an anti-freeze by the Zerone Division 
when it gets under production next year. 

Best known of the recent accomplishments of du Pont’s 
research is the synthetic product known as Nylon. This 
remarkable material has already been made into tooth- 
brush bristles which are on the market and into strings 
for tennis rackets and fishing line leaders. Production of 
thread from Nylon is being undertaken by Belding- 
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Beginning of a sheet of "Cellophane" as it leaves the coagulating bath on its way through 
a series of chemical treatments to become the finished product. E. I. du Pont de Nemours 


& Co.'s Richmond, Va., plant. 


Heminway and American Thread Co. Within a few 
weeks we shall be able to buy hair and clothes brushes 
made of the material, some of them with Lucite backs. 


But the most striking use for Nylon is as a substitute 
for silk, particularly in the production of women’s 


hosiery. Thorough tests have indicated that this ma- 
terial has most of silk’s virtues, including a high degree 
of elasticity, and some of its own in wearing qualities 
which promise to capture a new and tremendous market 
for du Pont. 

Construction of an $8,000,000 factory at Seaford, Del., 
will not be completed until the end of the year, and 
volume manufacturing by the hosiery companies which 
will buy the material from du Pont may be delayed some- 
what further by the necessary problems of fabrication. 
Nylon stockings are therefore probably a full year from 
the general market and profits may be still slower in 
materializing. The company devoted seven years of 
intensive development work and $40,000,000 to organic 
chemicals including synthetic rubber and camphor before 
any profits were realized. That Nylon will mature far 
more quickly as a profitable line is not to be doubted, 
but there is still danger of disappointment as far as im- 
mediate development and profits are concerned. 

The larger significance of such new products lies in the 
system and the planning which consistently produces 
them, rather than in each specific development. The 
value of intense cultivation of the unknown has become 
apparent to many industries and to many companies in 
each of them during the last decade or two, but only the 
exceptional organizations are in a position to give to 
research what du Pont can and does. It is one thing 
to spend money and time on a practical immediate prob- 
lem, the solution of which has a painly indicated reward. 
In an entirely separate class is what du Pont thinks of 
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as fundamental research — th 
type aimed primarily at aq. 
vancement of knowledge, only 
secondarily and later at a com. 
mercial triumph. Nylon jg , 
product of this “impractical” 
searching, and in the futur 
most of the entirely new ad. 
vances must come from the same 
willingness to make investments 
in intangibles. They are results 
of an attitude bolstered both by 
a strong bank balance and }y 
confidence that the best things 
lie ahead. Only a company sur 
that future gains will dwarf the 
past, strengthened in the cop. 
viction by obvious recent prog. 
ress, can focus its gaze so fa 
into the future and do it so con. 
sistently that each year some of 
its visions inevitably become 
practicalities. Du Pont seldom 
tells what it spends on research, 
but the $5,800,000 so devoted in 
a recent year (not a year of large 
earnings, incidentally) is indica- 
tion of the direction and intent- 
ness of the company’s gaze, 

Few investors can afford to look so far into the future; 
most are forced to think in terms of current yield and 
price-earnings ratios. What they see is a stock selling 
at approximately thirty-nine times last year’s earnings, 
yielding 3.4 per cent at the current rate of $1.25 per share 
quarterly. The price looks high and is high on the basis 
of profits or dividends of the near future. A good part of 
it is obviously a value set on expectation that the trend 
of growth will continue in the next decade as it has in the 
last—showing progress greater than the average in the 
good years, slipping back only temporarily in the bad. 

Last year, for instance, although many major enter- 
prises showed sizable losses because of the low volume of 
business, du Pont reported net income of just over 
$50,000,000. This constituted a drop of 43 per cent from 
the 1937 earnings, and after allowing for dividends on 
the two classes of preferred stock it meant a drop of 
481% per cent in earnings available for the common, but 
even at the reduced figures it was well above the average 
over any length of time. Sales were off only 18 per cent, 
and income from operations only 34 per cent, while divi- 
dends received on the investment in General Motors 
were 60 per cent lower. Depreciation and obsolescence 
charges amounted to $18,288,000, against $16,305,000 in 
1937 and a million less than that in 1936. Stated in terms 
of results per common share, the 1938 figure of $3.79 
made a disappointing showing in comparison with the 
$7.29 earned in 1937, but the trend of profits had reversed 
long before the year ended. 

The first quarter of 1939 recorded a gain of 28 per cent 
in sales over the year before and a far larger gain it 
income from operations. Helped by increased dividends 
from General Motors as well as by the moderate leverage 
supplied by certain fixed charges, earnings per share welt 
up 138 per cent to $1.55. Results of the current quartet 
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ould not be greatly changed from those of the first, 
since the company has diversified its business so thor- 
oughly that although most of its customers have their 
individual seasons of heavy buying, du Pont’s business 
ends to iron out the fluctuations into a steady pace. 
Averaging the last two years by quarters, no single pe- 
riod has brought more than 26 per cent or less than 
4 per cent of total annual sales. Projection of the cur- 
rent rate of earnings would mean net for the year of 
better than $6 per share, against a dividend rate of $5, 
and the probability is that only a definite slump in busi- 
ness Will prevent some such result from being achieved. 

The company’s only funded debt is a mortgage of 
$1,055,000 on a part of its Wilmington office building, 
maturing next year. Aside from this relatively insignifi- 
cant indebtedness, the first item in the capital structure 
consists of 1,092,948 shares of $6 cumulative debenture 
stock, redeemable at 125. Then there are 500,000 shares 
of $4.50 cumulative preferred stock redeemable at 115, 
followed by 11,065,762 shares of $20 par common. Cur- 
rent assets amount to $189,313,000, current liabilities to 
$27,808,000, and net working capital to $161,505,000. 
Cash and marketable securities alone amount to $114,- 
338,000, over four times current liabilities. Inventories 
at the end of 1938 stood at $51,513,000, and they have 
never been a problem to the company since most of the 
rw materials used are as basic as coal or water, and 
finished products have not been allowed to outrun de- 
mand by any great margin. 


A Possible Reduction in Charges 


Dividend requirements on the debenture stock are 
approximately $6,558,000 a year, far more than would 
be necessary if the company chose to refinance this obli- 
sation. Bond issues of other companies with credit cer- 
tainly not superior to du Pont’s are floated at rates of 
3per cent and less. The cost of redeeming the debenture 
stock at 125 would be $136,619,000; the interest charge 
at $ per cent on such an amount would be less than 
$4,100,000 annually. The immediate saving would be 
close to two and a half millions annually in charges, or 
ifthe company chose to it could use the savings to retire 
the debt. Paying the same amount as 


possible loss of thirteen points or more per share in case 
the directors decide to eliminate it. Even the $4.50 pre- 
ferred, which is selling only six points above its call price, 
could be replaced by a more economical issue, although 
the existence of the debenture stock and the fact that 
it apparently does not anticipate a call is some assur- 
ance as to this issue. Both are, of course, dependable 
income producers and quite attractive if it were not for 
the relation of market prices to call prices. 

The earnings and dividend records of the common 
stock bring it definitely within the investment class, and 
its excellent outlook labels it as far more interesting than 
either of the two fixed-income issues. One who is com- 
pletely pessimistic as to the future of General Motors 
will hardly care to make an indirect investment in that 
company through the purchase of du Pont, but even a 
neutral attitude toward the General Motors holdings 
will do very little to diminish confidence in du Pont’s 
future. The progress of the company’s own chemical 
activities already cited is working continuously though 
gradually to reduce the proportionate dependence upon 
other income and the relative value of outside invest- 
ments. In the five years ending with 1932, income from 
the General Motors holdings averaged over 63 per cent 
of the company’s total profits, while the average over 
the next six years dropped to less than 42 per cent, reach- 
ing its low point at 35 per cent last year. The trend has 
resulted not from poor income on the investment, but 
from growth in du Pont’s own business, and it should 
continue. 

For the investor who can sacrifice marketability, who 
is making a strictly long-term commitment for the sake 
of income and ultimate capital appreciation, a less direct 
method of participating in du Pont is open. He may 
buy Christiana Securities, a holding company, now 
quoted at 2230 bid, offered at 2270 over the counter. 
Each share of Christiana Securities represents the own- 
ership of about 19.7 shares of du Pont after allowing for 
all other liabilities. 

To buy 100 shares of du Pont common at its present 
market price would mean the investment of $14,700. 
For $1,000 less, six shares of Christiana Securities could 
be bought at the offered price, (Please turn to page 257) 





currently, with the excess over a 3 per 
cent interest rate going toward amorti- 





ation, the whole indebtedness could be 
cleared up in thirty-three years. Such a 
distant maturity might not be practic- 
able for a bond issue at present rates, 
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but proportionate savings in dividend 
charges or reduction of the obligation 
could readily be accomplished. 

Selling at 138 or slightly higher, the 
debenture stock is obviously vulnerable 
in case of a call, and holders should give 
‘rious attention to the possibilities in 
this direction. One technicality is a par- 
tial protection—the stock may be called 
only on January 25 of any year, and 
there is always the chance that condi- 
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tions just before that date may discour- 
age the attempt at refunding. This issue 
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is nevertheless one to be watched for a 
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Present and Future Leaders 


in Retail Trade 


Merchandising Companies Are in Better Position Than Most 


BY GEORGE L. MERTON 


Orn: of the most heartening elements in the business 
situation at the present time is the surprisingly good 
showing which is being made by retail trade. Practi- 
cally all of the leading merchandising groups, including 
department stores, variety and grocery chains and mail 
order companies have thus far this year shown uniformly 
larger sales than a year ago. Accompanying the current 
expansion in dollar sales have been improved profit mar- 
gins, a dependable augury of larger earnings. Reflecting 
this favorable combination of circumstances, the shares 
of representative companies identified with leading retail 
groups have attracted considerable investment interest 
and the market action of the retail group has been con- 
spicuously better than that of the great majority of 
industrial groups. 

Several factors have contributed to enable retail mer- 
chandising companies to enlarge current sales and earn- 
ings. First, of course, government expenditures of one 
nature or another have in a large measure been chan- 
neled through consumers into retail lines. As a conse- 
quence retail trade has barely felt the effects of the 





Favored Merchandising Issues 


Dividend 
$3.00 
1.25 
2.321% 
None 
3.00 
1.60 
2.40 
2.00 
1.20 
2.00 
1.60 
2.50 
4.00 
1.00* 
3.00 


None 


Company 
May Department Stores 
Federated Dept. Stores 
Best & Co........ 
Marshall Field... . 
G. C. Murphy... 
H. L. Green.... 
F. W. Woolworth 
J. J. Newberry... 
S. S. Kresge 
Safeway Stores 
Kroger Grocery... . 
First Nat'l Stores. . . 
Jewel Tea 
Montgomery Ward 
Sears, Roebuck. . 
ee 


* Paid so far this year. 





lower level of industrial activity. Yet sustained sales 
alone have not been responsible for the investment favor 
which has been drawn to merchandisers’ shares. It will 
be recalled that many merchandisers in 1937 reported a 
conspicuous increase in sales over 1936 but earnings in 
1937 did not make nearly as good showing as in the pre- 
ceding year. In 1937 profits were curtailed by substan- 
tially increased costs and, in many instances, earnings 
were forced to absorb sizable inventory write-offs. More- 
over these same adverse factors were effective through- 
out the greater part of last year. 

To the advantage of the current outlook, however, 
these factors have in recent months been greatly allevi- 
ated. Overhead charges have been brought into more 
reasonable relationship with sales; various economies 
have been effectively introduced; and high cost inven 
tories worked off. Furthermore, it has been possible to 
stimulate consumer buying by reducing prices. Yet not- 
withstanding the fact that the current level of retail 
prices is somewhat under that of a year ago, the spread 
between wholesale and retail prices has widened, witha 
correspondingly favorable effect upon profit margins. 

With sales rising, retailers, however, have followed a 
cautious policy in replenishing depleted inventories. At 
the end of April the Federal Reserve Board’s adjusted 
index of department store inventories stood at 66 as 
against 69 at the same time a year ago. Department 
store sales, on the other hand, and according to the same 
index were 85 in May as against 78 in May, 1938. Ris 
ing sales and declining inventories have resulted in 4 
much healthier relationship than prevailed even in 1936, 
which it will be recalled was a very good year for retal 
merchandising. 

According to the Federal Reserve Board, and based 
on reports of 265 stores throughout the twelve Feder 
Reserve districts, department store sales in the week 
ended June 3 were 9 per cent ahead of last year. The 
fact, however, that retail prices are currently about 4 pet 
cent under last year would appear to indicate that unt! 
sales recorded an even better showing. Moreover, the 
net gain for all stores has been held down by the com 
paratively modest gains registered in large urban centels 
along the eastern seaboard, notably New York and Philt- 
delphia. Consumer buying in these districts appears t0 
have been more influenced by uncertainty over the gel 
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eal business outlook and recurring war scares in Europe 
than elsewhere in the country. Moreover, New York 
sores have not yet felt to any appreciable degree the 
impetus expected to be given sales by the influx of 
World’s Fair visitors. This lift may be deferred until 
the vacation season gets under way late this month. 
Referring to individual department store units, the 
rader’s attention is called to the accompanying com- 
parison of sales and net income last year with results in 
1929. With only the single exception of Federated De- 
partment Stores, all of the units comprising the depart- 
ment store saved for net income a smaller portion of 
their sales dollar last year than they did in 1929. Costs 
last year were greater in relationship to sales and also 
many stores were compelled to sacrifice profits in order 
to move high cost inventories. Taxes in 1929 were not 
nearly the burdensome charge against earnings that they 


| were last year. 


There is scant chance of any real relief from the tax 
load. But this year most department stores will be fa- 
vored by a larger inventory turnover and a closer control 
of selling and other overhead costs. 


chains. The latter group is comprised principally of 
companies operating extensive chains specializing in 
merchandise retailing from 5 cents to 1 dollar. This 
relatively low price scale has under adverse conditions 
acted to sustain the volume of variety stores’ sales, giv- 
ing this group a greater advantage over the average 
department store unit from the standpoint of stability 
of both sales and earnings. Moreover, the broad terri- 
torial diversity of individual units, gives the average va- 
riety store greater freedom from dependence upon any 
particular industrial activity. Inventory turnover is 
likely to be greater than in the case of department stores, 
a condition which accounts for the superior profit mar- 
gins shown by the variety group. 

Of representative variety chains, the shares of Wool- 
worth, H. L. Green, G. C. Murphy, J. J. Newberry and 
S. S. Kresge are all currently selling on a basis to return 
an income yield of about 5 per cent. Moreover, these 
issues marketwise are conservatively appraised in rela- 
tion to last year’s earnings. With the current prospect 
favoring increased sales and (Please turn to page 259) 





The wider margin between whole- 
ale and selling prices should further 
enhance net income. 

Among leading department store 
issues, the shares of Best & Co. are 
worthy of investment consideration. 
Of the department stores included 
in the accompanying tabulation, 
Best & Co. alone had sales last year 
larger than in 1929; the percentage 
of gross carried to net income was 
largest for the group; and the com- 
pany has gained for itself the repu- 
tation of being one of the most 
skillful merchandising organizations. 
May Department Stores would gain 
importantly by an improvement in 
the current level of industrial activ- 
ity, its stores being located in impor- 
tant industrial centers. Paying $3 
currently and with a long record of 
winterrupted dividends, May De- 
partment Stores common has merit 
for income and possible price appre- 
ciation. Equity in another well 
managed unit may be had directly 
through the shares of Abraham & 
Straus, or indirectly through Fed- 
erated Department Stores, which 
holds a controlling stock interest in 
Abraham & Straus. Marshall Field, 
which has been undergoing internal 
revamping of which the effects 
should be more apparent earnings- 
wise from this point on, is interest- 
ing among lower priced speculative 
issues, 

The same factors responsible for 
the more promising outlook for 
department stores should also be 
effective in enhancing the earn- 


Company 


Abraham & Straus 
Allied Stores 
Associated Dry Goods.. 
Best & Co 

Federated Dept. Stores. . 
Gimbel Bros 

Interstate Dept. Stores... 
Kaufmann Dept. Stores... 


MeCrory Stores 

C..€. MAGGRE. «6655005 
J. J. Newberry 

Ri PMO R eo osc ses: 
F. W. Woolworth 


American Stores 

First National Stores 
Gt. Atlantic & Pac. Tea 
Jewel Tea 

Kroger Grocery. 
Safeway Stores 


Montgomery Ward..... 

Sears, Roebuck 

Spiegel, Inc 
NS—Not stated. 


Feb. 28, 1938. 
up. ft- 


(a)—Year ended Apr. 2, 1939. 
(d)— Deficit. 


ales reported without consideration for any change in number of stores operated. 


Leading Merchandisers—1929 and Today 


Market 
Price of Common 
June 1 
1929 1939 


Net Income Per $1 
of Sales 
(Cents) 

1929 


Sales 
(000,000's) 
1929 1938 


Net Income 
(000,000's) 


1929 1938 1938 


Department Stores 
1.01 0.80 
4.09 2.23 
3.30 0.79 
1.28 1.03 
2.74 2.76 
0.80 0.44 
1.10 d 
1.58 0.85 
9.40 2.35 
9.18 3.49 
6.17 3.81 


Variety Chains (+) 
3.06 2.77 
(b) 1.71 
15.0 9.0 
5.83 3.67 
2.22 1.77 
0.90 2.49 
1.59 1.79 
12.4 13.7 
35.7 28.6 


Grocery Chains (+) 
6.59 0.06 
2.90 2.77(a) 
26.2 9.12 
1.69 1.42 
5.92 3.74 
6.15 4.21 


109.9 
124.2(a) 
881.7(c) 
23.7 
231.3 
368.3 


Mail Order 
13.4 19.7 5.0 4.7 
30.1 23.4 6.7 4.6 
1.72 1.61 7.1 3.2 


100 51 
142 76 
86(f) 13 


414.0 
501.7 
49.7 


(b)—Company formed in 1932. io Yee ended 


(e)—Class A. (f) *—Adjusted to reflect split- 


—Predecessor company. 
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As the Trader Sees Today’s Market 


Can U. S. Steel Be Relied 
On for Market Leadership? 


BY 


T. the neophyte investor or tyro market follower, even 
if he knows no other symbol on the ticker tape, “X” 
stands for U.S. Steel. And for a long time, almost from 
the day that the elder Morgan put the big trust together, 
tape readers scarcely needed to know any other symbols 
in order to tell which way the market as a whole was 
moving. But change is inexorable in the industrial world 
and as inexorably reflected in Wall Street. The old saw 
“. , . as Steel goes, so goes the market” has joined the 
limbo of a similar adage concerning Maine and the nation. 

A leader, in the market as elsewhere, must lead if it is 
to justify the designation. At the least, it must move in 
the same direction as the others—and on this score, with 
special exceptions, Steel has conspicuously failed to ful- 
fil its traditional role in recent years. Let’s have a look 
at the record since 1933. 

To begin with, in February of that year industrial 
stocks in general, as measured by the Dow-Jones indus- 
trial average, touched their lowest point since the previ- 
ous summer, a point which has since not been even 
closely approached. U. S. Steel, on the other hand, did 
not turn up until March and, subsequently, in October, 
1934, penetrated this level on the downside by more than 
two points. The lowest point 
reached by the average in 1934 


FREDERICK k. DODGE 


From July, 1934, interrupted by only a brief dip in 
September, the industrial average worked steadily higher 
through the end of the year, and on the ensuing decline 
culminating in March, 1935, still held more than 114 
points above the low level of the preceding July. During 
the same period, however, “X” recorded a net loss of 6 
points, thus definitely refuting the idea that the market 
as a whole can make no worthwhile headway while its 
alleged leader is losing ground. 

But after the middle of 1936, Steel came into its own. 
From August of that year to March, 1937, a period en- 
bracing the final phase of the bull market, the stock 
gained 55 points or 77 per cent in value as compared with 
an appreciation of 25 points or only 15 per cent for the 
industrial average. On the other hand, during the last 
stage of the following bear market, or from November, 
1937, to March, 1938, Steel outran the average on the 
downside, losing 15 per cent of its market value during 
the period against a decline of but 8 per cent for the 
rest of the industrial list. 

What does all this add up to? Patently, it means that 
U. S. Steel’s role as leader of the market is valid only in 
the relatively brief final phase of a major move, whether 





was 85.51, still more than 35 
points above the 50.16 low of 
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February, 1933. 

Further examples of Steel’s 
failings as a bellwether are not 
difficult to find. The average’s 
1934 low was established in July, 
whereas, as already noted, Steel 
did not make bottom until Octo- 
ber. Moreover, the supposed 
bellwether, declining — steadily 
through the greater part of the 
year, had previously strayed so 
far from the rest of the flock as 
to fail almost completely to par- 
ticipate in either of the earlier 
general market rallies that oc- 
curred in June and August of 
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1934. Bellwether or black 
sheep? Let’s reserve judgment 

















pending further evidence. 
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changed. For instance, the motors and light 
steels had their innings until about the fall of 
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1936, but after that until the bull market’s 
end in the spring of 1937, they were definitely 
outshown by the heavy steels and the so- 
called commodity stocks which were reacting 
favorably to the belated upturn in capital 
goods activity and the consequent bottleneck 
and price bulge in commodities. Switching 
operations were thus in order in the cases 
cited in the early fall of 1936, but the timing 
involved was in the nature of selective timing, 
having to do with relative group action, 
rather than primary timing which is con- 
cerned with major turns in the market as a 
whole. 

Conversely, after a major market turn, as 
well as during the period of irregularity which 
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frequently follows—as in 1934, the first half 








1936 








of 1938 and the period we have been going 








it be bear or bull. In the initial and intermediate 
tages, the leader is such by tradition only. Which, after 
ill, is not surprising in view of the company’s substan- 
tial degree of dependence on activity in the heavy capi- 
tal goods industries which traditionally reach their prince 
or pauper extremes at the tail end of the business cycle. 
From the trader’s point of view, perhaps the greatest 
ignificance attaching to Steel’s action in relation to 
the rest of the market is that when it begins to lead the 
list spectacularly on either the upside or the down after 
an extended bull or bear move, the chances are that a 
major turn is in the offing. 


Timing Versus Selectivity 


If one were to ask a great golfer which were more 
important, distance or control, he would probably reply 
that both were vital, stressing the need for distance off 
the tee and control around the green. So it is with the 
eements of success in virtually all other lines of en- 
deavor, investment and trading in securities being no 
exception. But, as in golf, the investor finds that from 
time to time the emphasis will shift from one to the 
other of two prime considerations, timing and selectivity. 
However, one of the first prerequisites of stock market 
success is full realization that, whichever of these two 
considerations seems to be of uppermost importance at 
aiy one time, the other is actually of equal if less 
apparent importance. 

When the major trend of the market is clearly defined, 
as it was, for example, from about the middle of 1935 to 
the forepart of 1937, there inevitably develops a ten- 
dency to relegate the matter of timing to the background. 
In the period cited, the great majority of stocks were in 


| broad upward move, but there were leaders and lag- 
| fards, and the investor’s problem was not one of obtain- 
| Ig appreciation but of obtaining appreciation in excess 


of that which might reasonably be expected to result 


» from “picking ’em blindfolded.” Of course, this involved 
tk degree of timing too, for group and individual com- 
© pany leadership is continually shifting even while the 
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through in recent months—emphasis shifts to 
the timing question. Investors are less inter- 
ested than formerly in what to buy or sell; but con- 
cern themselves primarily with the question of when 
and whether to buy or sell. Hence, the greatly increased 
interest over the past year or so in all sorts of mechanical 
barometers and in fundamental economic factors under- 
lying broad cyclical swings in business and stock prices. 
All this is only human nature. But, though recogni- 
tion of mass psychology is essential, the individual must 
also allow for human nature in himself and in his own 
operations for more often than not in the stock market 
it is a mistake to follow the crowd. The point is that 
when selectivity seems to be the most important con- 
sideration, that is frequently just when increasing atten- 
tion should be paid to the matter of primary timing. 
And when timing is uppermost in many investors’ minds, 
selectivity is often unfortunately neglected to such an 
extent that nothing like full benefit is derived when and 
if the major turn is spotted. Timing and selectivity are 
inseparable components of successful trading. 
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What Will Revive 
These Laggard Industries? 


Steel — Copper — Oil 


BY WARD GATES 


y recent meeting of the American Iron and Steel 
Institute was a rather gloomy affair and not without 
reason. For the industry had just indulged in its second 
price-cutting spree in eight months—in fact, it had not 
yet recovered from the effects of the first one last fall 
which, for most producers, resulted in a pretty poor first 
quarter. Such was the atmosphere of the meeting that 
the Institute’s retiring president, Tom Girdler ef Repub- 
lic, probably epitomized the sentiment of most members 
when he characterized the industry as “allergic to 
profits.” 

But steel is not alone in its troubles and if misery 
loves company perhaps the steel makers can derive some 
consolation from the current trials of the copper pro- 
ducers, also centering about an unsatisfactory price situa- 
tion with rising refined stocks and foreign tax problems 
to boot, or the tribulations of the petroleum industry, 
most of whose partially integrated units 
can scarcely squeeze a profit out of the 
existing spread between crude and re- 
fined prices, and whose properties below 
the Rio Grande are considered fair game 
by confiscatory governments. 

It would not be quite accurate to say 
that the steel, copper and oil trades are 
in exactly the same boat since, while the 
principal net result in each case is an 
unsatisfactory price structure, underly- 
ing and contributing forces vary consid- 
erably. The fact remains, though, that 
all are feeling pretty blue and the ques- 
tion of the moment is whether or not 
their pessimism is being overdone. What 
it boils down to is this: are the factors 
responsible for the current unimpressive 
showing of these industries of a tem- 
porary nature or are they much more 
deep rooted in character? Not to beg 
the question but simply to recognize 
its ramifications, the answer in each 
instance must be qualified on the basis 
of both immediate and longer range 
backgrounds. 
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The latest outbreak of price-cutting in the steel indus- 
try, confined to sheet, strip and other light products 
going mainly to the automotive industry, was no chance 
occurrence. It was the direct outgrowth of a situation 
that has been in the making for years. The unprece- 
dentedly rapid expansion in light steel finishing capacity 
since the middle “twenties, considerably more than 
doubling the potential output of sheets, strip, tin plate 
and wire, and raising capacity in these lines from 31 per 
cent of the total in 1926 to 42 per cent today, is the 
longer term background against which the present situa- 
tion must be viewed. Of course, the straw which finally 
broke the camel’s back was the action of tie industry a 
year ago, led by U. S. Steel and prompted by Gover- 
ment pressure against “monopolistic rigidity” of the price 
structure, in abandoning the traditional “Pittsburgh 
plus” system of quoting prices in favor new basing 


Courtesy Union Oil Co. 


A rotary drilling crew at work on a new well. 
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points scattered through practically all 
important producing areas. As was 
freely predicted by disgruntled inde- 
pendents at the time, this move initiated 
aperiod of unsettlement in the industry, 
hut it is apparent that it was merely 
plated recognition of keener competi- 
jive conditions that had existed for some 
ime previous. 

The principal immediate result of last 
nonth’s price concessions has been to 
rise the industry’s break-even point to 
an operating rate of about 55 per cent of 
apacity as compared with approxi- 
mately 50 per cent earlier in 1939 and 
4) to 45 per cent last year. In other 
words, if second and third quarter results 
are to approximate even the mediocre 
showing of the first quarter, the industry 
will have to average close to 60 per cent 
of capacity from here on. This assumes 
that there will be no further price con- 
cessions in the near future (the motor 
makers, for example, have covered their 
requirements at least through the third 
quarter), that wages will not be cut 
before fall at the earliest, and that there will be no sus- 
tained pick-up of major proportions in demand for heavy 
products in the next few months. 

In the latter connection, it is of more than passing 
interest that the two-month flurry in heavy steel buying 
early this year found most companies ill prepared to 
handle efficiently anything approaching the volume of 
heavy steel production that obtained in the late ’twenties. 
Not that capacity is deficient; it is ample. But existing 
equipment for rolling heavy plates, rails and structural 
shapes is mostly of early post-war vintage at best, and 
operating costs are high. It is in this division, then, that 
we may expect to see the next major program of plant 
modernization—not immediately, for demand for heavy 
products will have to come first, but probably beginning 
within the next few years—and from a longer range view- 
point, this factor will probably prove the most important 
in restoring steel to something like its former operating 
and earnings stature. Progress in this direction may well 
be aided and abetted by a gradually wider use of light 
steels in residential housing, a potential market which 
many in the industry insist will some day become the 
most important single source of demand. From a shorter 
term angle, probably the prime prerequisite for revival 
isa considerably higher rate of activity in the consumer 
durable goods industries. 


Upturn Due in Copper 


Though copper, like steel, suffers from deflated prices 


| and from conspicuous absence of demand except for two 


brief and isolated buying flurries prompted by price con- 
céssions in recent months, the situation here differs basic- 


ally in that the price of copper is essentially a world 
| Price and dependent on world conditions. Despite our 
four-cent tariff, the domestic quotation is rarely more 


than one cent above or below the level of export copper. 
This is not to say that conditions within the industry, 
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Courtesy Carnegie-Illinois Steel Corp. 
Transporting molten metal from blast furnaces to the open hearths. 


however, are always necessarily closely analagous here 
and abroad. At the present time, for example, domestic 
stocks ofthe red metal in producers’ hands are equiva- 
lent to about eight months’ supply at the current rate of 
consumption, while foreign stocks amount to only about 
two months’ supply. Also, though latest available 
monthly figures (for April) show output abroad to be 
running about on a par with demand, production in this 
country has continued to exceed consumption by sub- 
stantial amounts. The foreign copper cartel can and does 
hold production pretty well in line with requirements; 
limitation of output in this country, on the other hand, 
is on an entirely voluntary basis and is frequently ham- 
pered by other than purely operating considerations. 

But for all that, there are signs, even though mostly 
negative ones, that a turn for the better may shortly be 
at hand. Moreover, and in contrast with the situation 
in steel, very little business has been booked ahead at 
prevailing low price levels. Since any sustained upturn 
in demand (stocks in consumers’ hands are not believed 
to be overly large) will almost certainly be accompanied 
by higher prices, producers will at least enjoy fairly satis- 
factory margins on any substantial tonnage that is 
forthcoming. 

It was just about a year ago that leading companies 
began to shut down some of their domestic mines and 
apparently we have reached that stage again. Talk of 
impending closings is circulating in trade circles and 
Anaconda has recently announced suspension of opera- 
tions at Butte, Montana. In this connection, it is of 
interest to note that in recent years demand and prices 
have never failed to respond to contraction of shipments 
to less than the prevailing level of consumption, and it is 
this that is probably needed to revive the copper trade. 

The new Chilean taxes will tend to restrict earnings 
of Kennecott and Anaconda. Had they been in effect last 
year, net per share would have been cut from $2.10 to 
about $1.90 in the case of (Please turn to page 260) 
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The Investment Clinie 


— Bonds Above Call Prices 
— High Yield Common Stocks 


Conducted by J. S. WILLIAMS 


a bidding between institutional and indi- 
vidual investors superimposed upon an insatiable de- 
mand for dependable income producing securities has 
forced up the price of high grade bonds to an all-time 
peak. So great has been the pressure of uninvested 
funds to find suitable and adequate employment, that 
the normal perspective as it pertains to investment qual- 
ity and value appears to have undergone considerable 
alteration. As for example, many of the so-called credit, 
or second grade, bonds have risen in value to a point 
where the current vield is considerably less than a dis- 
criminating investor might expect to receive from this 
class of security under more normal conditions. As a 
result, the average investor, used to seeing second grade 
issues selling on a 5 to 6 per cent basis, scanning the bond 
list for issues selling on basis to yield something more 
than a nominal return, may be misled into the belief that 
a yield of 314 or 4 per cent is indicative of high quality. 
Not that all second grade bonds are speculative and 
risky—many such issues are only relatively second grade 
and may well be wholly reliable investments—but the 
point is that under present conditions the best that an 
investor can expect is about 41% to 5 per cent yield, and 
that only from second grade issues. 

If an investor’s requirements are such that income 
must be maintained, even at the sacrifice of rated invest- 





Too Good! 
Recent Call 

Issue Amount Cost Price Price 
N. J. Pwr. & Lt. 44's '60......... 5M 91 1083, 105 
Lorillard Co. 7's 1944............. 3M 103 128 NC 
Youngstown Sheet & Tube 1st 4’s'61. 2M 981% 106% 105 
Consumers Pwr. 31's '70........... 5M 101 111 108 
Elec. Auto-Lite Conv. 4's '52....... 5M 102 109 105 
Florida Pwr. & Lot. 5's '54......... 3M 95 10114 1023/, 
Southeastern Pwr. & Let. 6's 2025... 5M 89 108 110 
New York City 41's 1979......... 15M 92 132 NC 
Standard Oil (N. J.) 3's 1961....... 5M 100 10514 103 
Goodrich, B. F. 6's 1945........... 4M 98 104 
Phelps Dodge Cv. 314's 1952....... 3M 100 109 105 

* Called. 








ment quality, the only alternative, of course, is second 
grade bonds, preferred or even common stocks. Such a 
policy within conservative limitations is unlikely to invite 
serious risks. The point is, however, it should be done 
frankly and not under the impression that some particu- 
lar second grade issue is a high grade issue, solely because 
the yield is comparatively low. Yield is the sketchiest 
rule of thumb for measuring investment quality. 

Another condition which has been imposed upon cur- 
rent investment selection is a careful regard of call prices. 
In the past these columns have on frequent occasions 
urged investors to make a periodical check of market 
prices against the call prices of their bonds and preferred 
stocks. As a general policy, readers were advised to sell 
issues quoted above their earliest call price, in order to 
remove the threat of possible capital loss. At the present 
time this advice is more pertinent than ever before, so 
much so in fact that it is necessary to warn investors 
against the purchase of bonds and preferred stocks sell- 
ing above their call prices. 

The same factors which are responsible for the ex- 
tremely low earning power of investment money have 
led to the virtual disregard of call prices. It is not at all 
uncommon, particularly among the better grade bonds 
and preferred stocks, to find issues selling three to five 
points, and more, above their call prices. With high 
grade bonds and preferred stocks selling at their peak, 
purchase of an issue at any price above the call figure 
risks the almost certain possibility of eventual capital 
loss. Institutional and other large investors usually set 
up an amortization fund to take care of the market 
premium in excess of the face value of the bond. For 
the average investor, however, this is not a wholly prac- 
tical policy. Moreover, the fact that a bond may already 
bear a low coupon does not necessarily obviate the 
possibility of prior redemption. Companies with a high, 
or even fair, credit standing are having no difficulty 
under present market conditions in refunding 4 and 5 pet 
cent coupon issues with bonds carrying a lower coup. 
A bond bearing a 41% per cent coupon, and purchased 
about five points above its call price, would if called 
result in the loss of more than a year’s full interest. _ 

Pertinent to this subject is the accompanying list 
of bonds submitted by a reader. This reader states 
that these bonds comprise a portion of the working 
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Motor Wheel ¢ 


Dome Mines , 


Westvaco Chlos 





Union Tank a ( 
Tide Water As: 
Texas Gulf Sule 


EI Paso Natural 


National Power 


Jewel Tea... . 
Twentieth Cent 


Lemer Stores. . 


Howe Sound. . 


Briggs & Strattor 





American Safet 
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capital of his business and income is not a primary con- 
jderation. The list, he explains, was selected with a 
view to quality, first, and second, for the purpose of 
etting some return on idle working capital. Engaged 
in the manufacture of display advertising mediums, our 
rader says that at times, not predictable, working capi- 





tal requirements may be heavy in order to handle a large 
oder. It has been his experience that it is much more 
apeditious for him to divert a large portion of working 
apital to bonds and pledge these bonds with the bank 
yhenever the call on working capital is abnormal. Bond 
interest practically offsets the cost of the bank loan. 

Which, as our reader states, was admirable for his 
purpose. Now, however, he is beginning to wonder, not 
at the quality of the bonds, but whether he shouldn’t 
accept the fairly substantial profits which have accrued 
on his list. The recent announcement that B. F. Good- 
rich Co. would call its 6 per cent debentures due 1945 
on August 2, next at 103, apparently awakened our 
rader to the fact that a number of issues which he held 
vere selling more or less substantially above their earli- 
est call price. 

Our advice would be to sell all of the following issues: 

N.J. Pwr. & Lgt. 444’s 1960 

Lorillard Co. 7’s 1944 

Consumers Pwr. 314’s 1970 

N. Y. City 414’s 1979 

Standard Oil (N. J.) 3’s 1961. 

All of the above issues are quoted at a substantial 
premium and also show a sizable profit. So far as the 
purposes of our reader are concerned, we feel that they 
will be as well served by converting these issues into cash, 
permitting it to remain merely as working capital. The 
two convertible issues, although selling above their call 








































price, hold out the possibility of important price appre- 
ciation, with any return to more normal business activity. 
Meanwhile, they are fairly good industrial bonds and 
appear unlikely to be called in the near future. The 
balance of the list need not be disturbed. 

If anything, it would appear that our reader has given 
more emphasis to quality than would seem necessary. 
Doubtless collateral acceptability was considered, but 
there are numerous bond issues which could be readily 
pledged against a bank loan but which are arbitrarily 
rated somewhat lower than most of the issues now held 
in this list. So far as the specific purposes of our reader 
are concerned, as we see them, we would be inclined to 
favor the cash alternative. If, however, and for some 
reason he prefers to have the funds “earn their keep,” 
we refer him to an early forthcoming issue in which it is 
planned to present selected lists of issues still attractive 
and suitable for dependable income. 


High Yielding Common Stocks 


With more and more investors compelled to divert a 
portion of their funds to common stocks in order to bol- 
ster reduced investment income, demand for the more 
stable dividend paying issues continues unabated. With- 
in reasonable limitations, this policy has the endorse- 
ment of this department, and with the idea of separating 
the sheep from the goats, a list of dividend paying issues 
with appropriate comments was presented in the Stock- 
holders’ Guide in the Magazine dated June 3. In the 
hopes of assisting readers to make a choice of the more 
dependable income producing common stocks, another 
list of high yielding common stocks, together with com- 
ments, accompanies this discussion. 





High Yielding 


Issue Dividend Recent Price Yield COMMENT 
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Motor Wheel Corp ‘ re ik Rowe eo ba cose 1.60 14 11.4 Site cash position ‘ion factor but narrow margin of coverage 
puts dividends on a speculative basis. 
Dome Mines viteeer ees ee ee 2.00 32 6.2 Stable earnings and strong cash position support dividends. 
Westvaco Chlorine mee era ean nite ale He 1.00 20 5.0 Coed ids sa cents on common in first quarter vs. 30 cents last year. 
a ; ividends safe. 
Union Tank & Car : ; Siem oee . Aer 1.20 22 5.4 Earnings lest” year fell slightly below divs. “Strong cash position 
wn ; may warrant no change in present rate. 
Tide Water / Assoc. Oil... .... ede eae. ee 1.00 12 8.3 Earned only 11 cents on common in first 3 months vs. 42 cents a 
: ae 7 year ago. Dividends not assured. 
Texas Gulf Sulphur Be 0A : 2.00 28 7.1 Failure to earn dividend in 1938 or in first quarter of current yea. 
: zz! places $2 rate. ona speculative basis. 
EIlPaso Natural Gas........ a f ; 2.00 36 5.7 Current earnings running at the rate of better than $3. 50 2 a > chase. 
. ae Dividends appear secure. 
National Power & Light ; re eee tree <Peee 0.60 4 7.5 Eemed $1. 16in 12 ‘months ended April 30. Has plans for revamp- 
=. i ing capitalization in order to reduce fixed charges and preferred divs. 
1 : : aes 4.00 77 5.2 Paid $1 extra in "38. Sales higher this year. May pay another 
| ee ; extra. 
Twentieth Century-Fox. . ar ne Dew weber wks 2.00 21 9.5 Dividends must bes rated as “‘eiaeaeeaas despite fair coverage. Cur- 
ren 

Lame Stores. Dittpeererteeetereeeereeee seers 2.00 31 6.4 Sales up moderately this year. *. Dive, eppeer reasonably secure, 
1 Oy lene mn ee: 3.00 45 6.6 First quarter earnings equal to $1.08 vs. $1.04 a year ago. Divs. 
Ey speculative. 
Biggs & Stratton. cece cc ccc cecececevvceees 3.00 40 7.5 Divs. co covered by 40-cent margin in first quarter. Widely fluctuatin 
a _earnings place Payments on speculative basis. 
A SE Se eee oa oars ees Se er 

Bpmecmrety Rater. . | ccc sdesenvcsescdacesascas 1.20 13 9.1 Vigorous competition and price cutting throws some doubt on 
a i - security of present payments. 
i —_ 









Commonwealth Edison 


A Consistent Earner and 


Dividend Payer 


BY EDWIN A. BARNES 


eee Epison Company is one 
of the country’s largest and most successful 
public utility operating systems. Since its 
inception in 1907, the company has never 
failed to show a yearly profit or pay a divi- 
dend to common stockholders. Recalling 
the many industrial, economic and political 
vicissitudes during these past thirty-odd 
years, this outstanding record can _ be 
matched by only a few major industrial and 
public utility enterprises. 


10 Gp RD ER ES ee a ee et ce et 


Triangle Photo 

The company has possessed no exclusive 
formula. Rather its success has been reared on strictly 
basic elements. Furnishing an indispensable service, 
Commonwealth Edison has grown externally with its 
industry, and internally through adherence to foresighted 
and conservative policies with respect to territorial 
growth, rates, capitalization and finances. 
Typical of these policies was the recent completion of 

extending refunding program begun last year. 
Twenty-two issues of bonds and preferred stocks were 
eliminated and four new issues substituted. Of the com- 
pany’s total funded debt, amounting to $408,700,400, 
some 98 per cent carries an interest rate of 314 per cent 
or lower. Moreover, this refunding program resulted in a 
reduction in interest charges and preferred dividend re- 
quirements amounting to about $2,700,000 annually, 
bringing the total savings in these items since 1935 to 
$5,600,000 annually. New financing over the past year 
included a substantial amount of convertible debentures 
and it is confidently expected that ultimately the con- 
version of these debentures into stock will result in giv- 
ing the company practically an ideal capital structure, 
with mortgage bonds comprising 46 per cent and capital 
stock, 54 per cent. 

The final welding of Commonwealth Edison and its 


an 


238 
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various subsidiaries, achieved through the foregoing 
financial program, into a single integrated system under 
unified financial control closes an important chapter in 
the expansion of the company’s productive and geograp- 
ical facilities and territory. 

The territory served by Commonwealth Edison and 
its subsidiaries has for its focal point the city of Chicago, 
embracing the second largest metropolitan area in the 
United States as well as one of the most importail 
industrial areas. Fanning out from Chicago, the con 
pany’s transmission lines and generating stations extent 
north to the Wisconsin state line, southwest to the Peon 
area and west as far as several points on the Mississipp 
River. Altogether 563 communities, comprising a tel 
tory of 11,000 square miles, are served; electricity in 56, 
gas in 203, water in 5, and heating services in 4. 
~ This service territory is comprised of widely diversified 
agricultural, industrial, commercial and residential ares 
Because of Chicago’s geographical position and trals 
portation accessibility, it is a highly important col 
mercial center toward which flow the manifold activité 
of the adjacent industrial and agricultural areas. Chicas? 
is a natural focal point and as such appears assured of! 
continuous growth in population equal to, if not great 
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than, that of any comparable area in the United States. 

Jn addition to Commonwealth Edison, operating sub- 
diaries also include Public Service Co. of Northern 
llinois, Western United Gas and Electric Co., Illinois 
Northern Utilities Co., and Chicago District Electric 
Generating Corp. All of these companies are controlled 
through direct stock ownership. 

Of the various companies comprising the system, Com- 
nonwealth Edison is the most important in point of 
ope. This company serves about 70 per cent of the 
total population embraced by the entire system. Its 
cilities do not extend beyond the city limits of Chicago. 
favored by the rapid growth of Chicago, on the one 
hand, the company some years ago was confronted with 
the problem of providing additional generating facilities. 

This problem was complicated by the scarcity of suit- 
able lake sites, which would provide adequate transporta- 
tio and cooling facilities, owing to a comprehensive 
park development. Moreover, the company was unable 
to enlarge generating facilities located along the Chicago 
River and the Chicago Drainage Canal, because a deci- 
son handed down by the United States Supreme Court 
in 1980, resulting in a program for the progressive reduc- 
tion in the flow of water through these systems which 
did not terminate until last year. To meet this prob- 
lm, the company acquired substantial investments in 
itilities operating in contiguous territory and as a result, 
ome 50 per cent of the electricity required by Common- 
wealth Edison to serve its customers is now generated 
outside of the city by subsidiary units. 

Late in 1936, the first major step toward the com- 
plete physical and financial unification of Commonwealth 
Edison and its subsidiaries was taken. Each share of 
the company’s $100 par stock was divided into four 
shares of $25 par value in order to facilitate the proffered 
achange for the common and preferred shares of Public 
Service Co. of Northern Illinois and the preferred share 
of Western United Gas and Electric Co., and Illinois 
Northern Utilities Co. 

Substantial progress was made during 1937 in the com- 
pany’s financial plans, although progress was somewhat 
impeded by unfavorable market conditions. All of the 
preferred shares of Public Service Co. of Northern Illinois 
were either acquired or retired, while 98 per cent of that 
company’s common shares were acquired. A total of 
15,000 shares of the preferred stock of Western United 
Gas and Electric and Illinois Northern Utilities were 
acquired through exchange offers. 

Last year the program was virtually completed, the 
thief features of which were the sale of $100,000,000 
3% per cent mortgage bonds and $104,148,100 con- 
vertible debentures by the Commonwealth Edison. An 
sue of $80,000,000 314 per cent mortgage bonds was 
wld by Public Service of Northern Illinois. The only 
outstanding preferred stock issue at the end of 1938 was 
6315 shares of Western United. Following a more 


| liberal offer to holders of Western United preferred stock, 


outstanding shares had been reduced to about 54,000 
early in April of this year. Subsequently, it was an- 
hounced that all the remaining shares would be retired 
for cash on July 1, next. 

In addition to the substantial reduction in fixed 
charges and the creation of a more compact and balanced 
capital structure, already noted, the number of com- 


) UNE I7, 1939 


panies involved in the over-all setup has been reduced 
from 77 to 12, including investments. 

Total capitalization of Commonwealth Edison and its 
subsidiaries at the end of 1936 amounted to $616,721,576, 
of which mortgage debt comprised 59.1 per cent; de- 
bentures and notes 4.7 per cent; preferred stock 5.8 per 
cent; and 30.4 per cent common stock. Total capitaliza- 
tion at the end of 1938 was $637,891,896, which when 
effect is given to the retirement of Western United pre- 
ferred shares and $25,283,000 debentures recently sold, 
will be made up of 46 per cent mortgage bonds; 17.5 per 
cent convertible debentures; 0.5 per cent minority inter- 
ests; and 36 per cent common stock. 

In other words an important savings in interest 
charges and a vital revision in the company’s capital 
structure was achieved despite an increase in total 
capitalization. Of the increase, $15,331,500 represented 
partial proceeds of bond sales last year was being held 
in cash to finance construction expenditures. Moreover, 
that portion of total capitalization now represented by 
convertible debentures will ultimately be converted into 
common stock, resulting in a 46-54 per cent relationship 
of mortgage bonds to common stock. 

Early in April of this year the company issued the 
final block of 3% per cent convertible debentures, 
amounting to $25,283,300, the proceeds to be used in 
retiring two bond issues of Western United aggregating 
$25,800,000, and bearing 5 per cent and 51% per cent 
coupons. In May, a $115,000,000 314 per cent mortgage 
issue was placed privately and the proceeds used to re- 
tire $85,000,000 4 per cent and $29,500,000 334 per cent 
mortgage bonds. This completed the company’s refund- 
ing and refinancing program. 

By comparison with 1937 total revenues last year de- 
clined only 0.4 per cent and gross returns from sales of 
electric power were virtually the same as in the preceding 
year. Considering the generally unfavorable level of 
general business in the first half of last year, the com- 
pany’s showing may be regarded as imminently satis- 
factory and convincing evidence of the basic importance 
and stability of its business. 

Net income from operations last year increased from 
$37,759,608 to $38,580,687. Consolidated net income 
rose from $16,202,437 to $19,701,625, reflecting prin- 
cipally a decrease in income (Please turn to page 258) 
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Farm Equipment Outlook Better 


Year to year earnings comparisons 
of most companies in the second half 
of 1939 are scarcely likely to be as 
favorable as for the first half unless 
an unexpectedly sharp upturn in 
comparable 


business activity, 
magnitude to that of a year 
ago, is forthcoming this sum- 
mer. One group, however— 
the farm implement makers 
—may well appear to in- 
creasing advantage against 
1938 results. This because 
farm equipment sales and 
earnings continued to de- 
cline last summer and au- 
tumn in consequence of 
lower agricultural purchas- 
ing power and in contrast 
with the then improving 
trend in the industrial sec- 
tor of our economy. More- 
over, business of this group 
thus far in 1939 has run be- 
hind the same months of last 
year though the gap has re- 
cently been narrowed con- 
siderably and current results 
are probably about on a par 
with a year ago. From here 
on comparisons with corre- 
sponding year earlier results 
will benefit from the fact 
that farm cash income for 
1939 as a whole, including 
benefit payments, is likely to 
be a little higher than 1938. 
This does not make a case 
for rampant bullishness on 
the farm equipments but, 
given maintained or slightly 
higher farm prices this sum- 
mer, a somewhat more con- 
structive attitude toward the 
group is probably war- 
ranted. 
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Return on Movie Investments 








an operating profit of $41,000,000 o 


10.1% on gross revenues of $407, 


That the motion picture compa- 
nies can make money when times are 
right is beyond denying. Data re- 
cently released by the S E C, cov- 
ering combined results of seven ma- 
in jor units for the year 1937, reveal 





EASTMAN KODAK 


Recent Price: 169 Dividend Rate: $6 


This is the seventh of special fortnightly investment 
suggestions to those interested primarily in income, 
safety of principal and sound investment standing. 
Each subsequent number of the Magazine will contain 
one such selected issue. 


This company is the foremost domestic manu- 
facturer and distributor of photographic apparatus 
and supplies. Also, through a wholly owned sub- 
sidiary, the Tennessee Eastman Corp., it has become 
an increasingly important factor in the production 
of rayon and other products having a cellulose ace- 
tate base. 


Common share earnings reached an all time 
peak of $9.76 in 1937, topping the previous record 
of $9.57 in 1929 and nearly quadrupling the 1932 
depression low of $2.53. Moderately lower sales 
and higher costs resulted in a figure of $7.54 for 
1938. The company publishes only semi-annual 
earnings reports, but profits thus far in 1939 are 
understood to be running comfortably ahead of 
a year ago. 


Dividends have been continuous through both 
depressions of the ‘thirties, ranging from a low of 
$3 in 1933 to a high of $6.75 in 1937. Last year's 
distributions totalled $6.50 and $4.50 has been 
declared to date in 1939. 


Financial position at the end of 1938 was char- 
acteristically strong. Including shares recently sub- 
scribed by stockholders in exercise of rights, equity 
capitalization consists of 2,476,000 shares of no-par 
common. Only prior capital obligation is an issue 
of 61,657 shares of $100 par 6° preferred stock. 









000,000. After prior charges, includ. 
ing interest, taxes, etc., net available 
to preferred and common stockholi- 
ers was $34,000,000 or 8.4% of sales, 
That is not supercolossal but it is 
a tidy little profit, and 65% of it 


was paid out in dividends 
What the return to stock 
holders might have been had 
salaries of top officials been 
more in line with those paid 
in less glamorous industries 
was not revealed in_ the 
S E C’s report. Were it not 
for the salary question and 
the unfortunate propensity 
of the movie companies for 
spending splurges, shares i 
this group would have 3 
higher investment rating. 


Outlook Favors 
Tire Companies 


If economic history teach: 
es anything it is that cartel 
do not work. It is news of 
the man-bites-dog  variely. 
therefore, when one does 
and on June Ist the rubber 
cartel completed its fifth 
year of comparatively suc 
cessful operation. With the 
exception of late 1936 and 
early 1937, when the regule- 
tory committee misguagel 
demand and crude rubber 
climbed to 27 cents a pound 
quotations over the past five 
years have fluctuated be 
tween 11.5 and 18.8 cents.! 
range of only 7.3 cents * 
contrasted with the wild gy 
rations of previous yeal® 
Continued stability in crv! 
rubber is of decided adval 
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tage to the tire companies. The 
immediate outlook is also aided by 
the prospect of a 45% gain over a 
year ago in third quarter automo- 
bile production as well as satisfac- 
tory replacement sales volume based 
mn indications of a new high in mo- 
tor travel. 


Rayon Producers Active 


Rayon fibre consumption _ last 
year Was less than 4% under that 
of wool, while of the four principal 
textile fibres—cotton, silk, wool and 
ryon—the latter was the only one 
to find larger use in 1938 than in 
1937, indicating a continuing long 
range growth of sales more than suf- 
fcient to offset ordinary cyclical in- 
fuences. Consumption of rayon 
yarn for the first four months of 
1939 totalled 102,300,000 pounds, 
up 57% from a year ago and only 
34% under the like period of 1937. 
May deliveries were slightly higher 
than in April and further extension 
of the uptrend is looked for in com- 
ing months. Though mostly un- 
changed since the beginning of the 
year, prices are now generally above 
a year ago, and such companies as 
Celanese, Industrial Rayon, Tubize 
Chatillon, American Viscose and 
Tennessee Eastman—Eastman Ko- 
dak subsidiary—should do some- 
what better earningswise in coming 
months than earlier in the year. 
The trade is not particularly dis- 
turbed about the prospective com- 
mercial advent a year or so hence 
of du Pont’s Nylon as the latter is 
expected to find its widest demand 
in the women’s full-fashioned ho- 
sery field where silk rather than 
rayon will stand the brunt of the 
lew competition. 


All Ears 


Though recent price cuts detract 
fom the bullish significance of the 
ise in rate of steel operations as 
laras the steel companies themselves 
ire concerned, undiluted gains ac- 
(tue to such secondary beneficiaries 
‘8 Interlake Iron, Great Northern 
lon Ore and Kaufmann Department 
Stores. ** * There has been a no- 
lieable increase in investor interest 
it Western Union on the possibility 
fa Government prompted merger 
with Postal, a combination hereto- 
fore frowned on. * * * Baking 
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Latest Developments in Aircraft 


The transcontinental airlines did the 
best month's business in their history in 
May, topping the previous record estab- 
lished last October by about 10% and 
exceeding the total of May a year ago 
by 35%. American continued to make 
the best showing and probably earned 
more last month than in the previous 
four months combined. This company's 
net, before taxes, for the first five 
months of the year is estimated at about 
70 cents a share as compared with a 
loss of the same amount a year ago. 
United Air Lines moved into the black 
in May for the first time since last 
October, while TWA about broke even. 
Most encouraging feature of the in- 
dustry's current outlook is the likelihood 
that higher airmail rates will be granted 
by the Civil Aeronautics Authority be- 
fore the year is out. 


Operations of Pan American Airways 
have been in the black so far in 1939. 
As to future earnings much depends on 
the basis of remuneration under the new 
transpacific mail contract now being 
considered by the CAA and the mail 
rates to be received on the recently 
instituted trans-atlantic service. 


The new mail route from Newark to 
Fort Worth recently awarded to Ameri- 
can Airlines will add about 14 cents a 
share to annual earnings. 


Of the $1,494,112 of aircraft contracts 
awarded by the Army in the latter half 
of May, $1,117,811 went to Curtiss- 
Wright. The recent declaration of a 50 
cent dividend on the Class A stock was 
a departure from previous practice of 
waiting till the end of the year before 
making any distribution. Amount of ad- 
ditional distributions this year will de- 
pend more on working capital require- 
ments than earnings. 


Douglas’ new 42-passenger DC-4s, first 
of which recently completed its initial 
transcontinental tryout flight, is three 
times the size of the largest land trans- 
port plane now in use. 


Eastern Air Lines which, in contrast 
with the transcontinental lines, does 
mainly a short haul passenger business 
and has made money every year since 
1934, is expected this year to better last 
year's record earnings of 85 cents a 
share. 


North American Aviation has achieved 
the closest approach to the highly effi- 
cient line production methods of the 
automotive industry of any of unit in 
the aircraft field. Company's facilities 
for making training planes, of which the 
Army and Navy will need about twice 
as many as fighting ships, places it in 
line for substantial military business. 


Boeing's earnings will probably be 
aided this quarter by receipt from Pan 
American of $584,000 in final payment 
on five clippers recently delivered to the 
latter as a portion of this figure is be- 
lieved to represent profit on the entire 
transaction. 


Lockheed Aircraft is now making de- 
liveries against its British order for 250 
rec i e bombers at a rate of 
better than six planes a week and is 
also maintaining production in commer- 
cial lines. Number of employees has 
doubled since the beginning of the year 
and monthly payroll now runs over 
$1,000,000 as compared with an average 
of $400,000 last year. Current backlog 
is estimated at about $33,000,000, more 
than three times 1938 sales volume. 





Current delivery schedules indicate 
that aircraft exports this year will ex- 
ceed $100,000,000 which would top 
1938's total by 50% and represent about 
60% of total production. 


United Aircraft is understood to have 
developed an aircooled engine compar- 
able to the 2,000 horsepower Wright 
engine which is 25% more powerful than 
any aircooled type previously built. 


Large military orders recently booked 
by Douglas Aircraft will probably not 
show up in earnings until after the end 
of the current fiscal year next November 
30. Consequently, 1939 results may not 
be much above the $3.76 per share re- 
ported for 1938. 


Glenn L. Martin's new plant addition 
being rushed to completion this month 
will make Martin's the largest single unit 
aircraft factory in the country. Number 
of employees is up more than 50% since 
the beginning of the year and, with a 
backlog now close to $40,000,000 and 
additional capacity soon to be available, 
a further gain in employment figures by 
about 60% is anticipated by the end 
of the year. 





stocks have been acting well par- 
ticularly Purity Bakeries whose earn- 
ings for the first 16 weeks of 1939 
were double those of the same period 
of last year. * * * Conviction of 


Judge Manton of the U. S. Circuit 
Court may mean the reopening of 
some 3,000 cases including suits in 
which Warner Brothers, American 
Tobacco were litigants. 


Stocks Attractive on 1939 
Earnings and Prospects 


Eight Selections in Various Indus- 


tries and in Different Price Groups 


BY THE 


Thompson Products 


Thompson Products, Inc., is engaged in the manu- 
facture of a wide variety of essential automotive parts. 
Output includes valves, valve springs, pistons, water 
pumps, bushings, tie rods, spring shackles, etc. Included 
among its customers are virtually all of the leading auto- 
mobile and truck manufacturers, as well as makers of 
airplanes and marine engines. With greatly accelerated 
manufacturing activity in the aircraft industry, this 
division of the company’s business is understood to 
account for better than 25 per cent of total sales. Re- 
placement demand normally accounts for better than 
one-third of total business. 

Closely allied with the automobile industry, as might 
be expected, the company’s fortunes, in terms of per- 
share earnings, have from year to year reflected the de- 
gree of variation in automobile production. Since 1932, 
when a deficit of $182,098 or the quivalent of 81 cents 
per share, was shown, earnings of the company have 
risen steadily and in 1937 net of $905,813 was equal to 
$2.92 per share for the common stock. Net sales in that 
year were in excess of $14,500,000. Last year, however, 
reflecting a sharp decline in automobile production, 
sales dropped to $10,682,313 and net income amounted 
to $435,241, or the equivalent, after dividends on 8,945 
shares of $5 convertible preference stock, to $1.33 on 
293,290 shares of common stock. However, with the 
benefit of a substantial increase in automobile produc- 
tion in the initial quarter of the current year, the com- 
pany was able to show a profit nearly as large as was 
shown for the full 1938 year. Net in the first three 
months of $325,156 was equal, after preferred dividend 
requirements, to $1.07 a share for the common stock. 
This compared with a loss of $93,492 in the correspond- 
ing months a year ago. 

Current assets at the end of last March, including 
$358,297 in cash, amounted to $5,451,316 and current 
liabilities, including bank loans of $1,470,000, were 
$2,474,388. Recently, it was reported that the com- 
pany was planning to refund bank loans by the issuance 
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of 20,000 shares of convertible prior preference stock, 
with the convertible feature reduced from $35 to $30 
per share for the common stock. Last year the com- 
pany paid dividends totaling $1.70 a share on the 
common stock and thus far in the current year, pay- 
ments have been made at the rate of 25 cents per share 
quarterly. 

Recently quoted around 22-23, the shares appear rea- 
sonably priced in relation to prospective current earn- 
ings, and on the assumption that subsequent quarters 
will produce further gains, the shares would seem to 
represent good speculative value. 





Hecker Products 


In view of the recent action of the company in declar- 
ing an extra dividend of 40 cents a share, in addition to 
the regular quarterly 15-cent disbursement, the prob- 
ability that earnings for the fiscal period ended June 
30 will be comfortably in excess of $1.00 a share, appears 
to have been substantiated. 

Formerly known as Gold Dust Corp., Hecker Prod- 
ucts, with the disposal of its soap business last January, 
is now concentrating on the development of its food and 
specialty lines. The company holds a 71 per cent stock 
interest in Best Foods Corp., managed by General Foods, 
which owns the balance of this company. Some measure 
of the importance of the Best Foods division is indicated 
by the fact that in the fiscal year ended June 30, 1938, 
Hecker received dividends of $1,704,000 from Best Foods, 
or almost $1 a share. On the other hand, its own opera- 
tions resulted in a loss of some $197,000, reducing total 
earnings to $951,404, or 53 cents a share. Outside of its 
Best Foods Division, the company’s products include 
shoe polish and cereals, among which are the well-known 
brands of H-O Oatmeal, Presto Cake Flour, Farina and 
Force breakfast food. 

For the nine months ended March 31, last, the com- 
pany reported a net profit of $1,478,410 or the equiva- 
lent of 87 cents a share, contrasting sharply with net of 


THE MAGAZINE OF WALL STREET 











9422,202, ¢ 

So far 
acquired 1 
as of Mar 
shares of 

At recer 
on the reg 
extra payl 
a share fo 
favorable» 
the month 
issues, APP 
apprecia tic 


New ¥ 
Corp., suc 
sanization 
York Rail 
at compe 
prehensive 
aggrega tin 
New York 
cessful reo 
ing the pul 
hr mediu 
the compa. 
ly brief ex 
tomake a 
In 1937 
more than 
per cent | 
bined reve 
sor compal 
amounted 
equivalent 
457,496 sh 
last year 
gained son 
operating 
taxes cut» 
$4.10 a sh 
year the c 
compared 
the comm 
company | 
84458,217 
Corp. assu 

Thus fa 
stated tha 
ata rate « 
revenues a 
Avenue “ 
appear ce 
influx of Y 
basis of t 
share earn 

It has b 
dends sho 
is understi 
placing th 

Selling : 


JUNE 17, 








ack, 
$30 
om- 
the 
ay 
are 


rea- 


ters 
. to 


Jar- 
1 to 
“ob- 
une 
ar's 


‘od- 
Ary, 
and 
ock 
ds, 
ure 
ted 
38, 
yds, 


ytal 
‘its 
ude 
wn 
and 





922,202, or 34 cents a share for the same period of 1938. 

So far in the current fiscal year the company has 
acquired 114,200 shares of its stock for retirement and 
ss of March 31, last, there were outstanding 1,688,602 
shares of common stock. 

At recent levels around 12, the shares yield 5 per cent 
on the regular 15-cent annual dividend, irrespective of 
atra payments. With earnings indicated at about $1.20 
, share for the latest fiscal period, and with prospects 
yvorable for further moderate expansion in profits over 
the months ahead, the shares, among the lower priced 
sues, appear attractive for income and moderate price 
appreciation. 


New York City Omnibus Corp. 


New York City Omnibus 
Corp., succeeded through reor- 
nization the former New 
York Railways Corp. The pres- 
at company operates a com- 
prehensive system of bus lines 
aggregating about 80 miles in 
New York City. Born of a suc- 
essful reorganization and serv- 
ing the public with a more popu- 
kr medium of transportation, 
the company in its comparative- 
ly brief existence has been able 
tomake an impressive showing. 
In 1937 operating revenues of 
more than $11,500,000 were 21 
per cent more than the com- 
bined revenues of the predeces- 
wrcompanies. Net profit in 1937 
amounted to $2,024,951, or the 
equivalent of $4.42 a share on 
457,496 shares of capital stock. 
last year, although revenues 
gained some $400,000, increased 
operating expenses and higher 
be cut net profits to $1,972,176, or the equivalent of 

4.10 a share on 481,044 shares of capital stock. Last 
year the company paid two dividends of $2 each, which 
compared with aggregate dividends of $4.90 a share for 
the common stock in 1937. At the end of 1938 the 
company had equipment purchase obligations totaling 
4,458,217 and bonds of the former New York Railways 
Corp. assumed by the company totaled $3,749,321. 

Thus far in the current year, it has been officially 
tated that the company’s revenues have been running 
ata rate of 12 per cent ahead of last year. Currently, 
revenues are being aided by the elimination of the Sixth 
Avenue “el” system, and gains in subsequent months 
appear certain to enjoy further expansion, when the 
influx of World’s Fair visitors reaches its peak. On the 
basis of this prospect, the probabilities are that per- 
share earnings will record a worthwhile gain. 

It has been the policy of the company to declare divi- 
dends shortly before the end of each year, although it 
is understood that some consideration is being given to 
placing the common shares on a regular quarterly basis. 

Selling at 36, the shares would appear conservatively 
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appraised marketwise and further evidence of improved 
earnings might well result in substantially higher quota- 
tions. 





Thatcher Mfg. Co. 


Thatcher Mfg. Co. enjoys the distinction of being the 
largest domestic manufacturer of milk bottles. In its 
manufacturing operations, the company utilizes, under 
contract, certain of the Hartford-Empire automatic 
machines. The bulk of the company’s output is sold 
direct to milk dealers and branches are operated in New 
York, Boston, Philadelphia and Chicago. 

In 1937, sales were the largest in the company’s his- 
tory, totaling $6,593,880. Although last year, sales 
were off only moderately to 
$6,477,032, sharply increased 
expenses cut net profit to $727,- 
584 in 1938, comparing with 
$1,084,844 in 1937 and $1,015,- 
667 in 1936. 

After allowing for dividends 
on approximately 116,000 shares 
of convertible preference stock 
earnings in 1938 available for 
the common stock was equal to 
$2.11 a share on 146,832 shares. 
This compares with $447 a 
share in 1937 and $3.92 a share 
in 1936. The preferred shares 
are entitled to dividends at the 
rate of $3.60 annually and are 
convertible into the common 
stock on a share-for-share basis. 

At the end of 1938, current 
assets, including about $1,300,- 
000 cash, amounted to $3,133,- 
479 and current liabilities totaled 
$543,988. 

The company’s operations in 
the initial three months of the 
current year were substantially more profitable than in 
the corresponding period of 1938. Sales increased nearly 
$300,000 and a profit of $183,919 was equal, after pre- 
ferred dividends, to 54 cents a share for the common 
stock. This contrasted with $117,886, or 9 cents a share 
in the March quarter of last year. It is significant that 
in the initial quarter gross sales were well ahead of the 
record 1937 year. With the benefit of sustained sales 
this year, and even allowing for higher operating ex- 
penses, the company may well earn between $4 and 
$4.50 per share for the common stock. Last year divi- 
dends on the common stock totaled $1.50 a share, com- 
paring with $2.50 a share paid in 1937 and 1936. Pay- 
ments thus far in the current year have been maintained 
at the rate of 25 cents per share quarterly. Should, how- 
ever, the promise of first quarter earnings be borne out 
in subsequent months, the company may well see fit to 
pay a sizable year-end extra. Although from the longer 
term standpoint, consideration must be given to the 
increasing use of one-trip milk containers constructed of 
paper and fiberboard, as a short-term speculation, the 
prospect of material improvement in the company’s 
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earnings might well justify prices appreciably higher than 
the current 19 level at which the common shares are 
selling. 





Food Machinery Corp. 


Food Machinery Corp. is engaged in the manufacture 
of machinery and equipment used in the processing and 
packaging of foods. Products include canning, packing 
house and milk sterilizing equipment, machinery for pit- 
ting peaches and for peeling and coring apples, equip- 
ment for washing, grading, marking and packing foods, 
machinery for making food and vegetable crates, me- 
chanical spraying outfits for orchards and field crops, 
heavy duty plows and turbine pumps. The company 
also makes various types of equipment for automobile 
service stations. The bulk of the company’s sales are to 
the fruit and canning companies. Leasing of milk steril- 
izing equipment also contributes importantly to earn- 
ings. In addition, the company acts as jobber for certain 
other manufacturers and such business normally con- 
tributes about 20 per cent of total sales. Earnings are 
derived from three major sources: machinery sold out- 
right; machinery sold on time payment basis; equipment 
requiring special servicing and leased on a royalty basis. 
The company engages steadily in active research, allot- 
ing substantial sums annually for this purpose. New 
products developed in this fashion have expanded the 
scope of the company’s operations and have had the 
effect of increasing sources of revenue and enhancing 
earnings. The most recent development of this nature 
has been the joint completion with Worthington Pump & 
Machinery of a new quick-freezing process for fruits and 
vegetables. These two companies have organized Food 
Freezers, Inc., to commercialize this process on the 
Pacific Coast. 

Reflecting substantially curtailed business last year, 
the company in the fiscal year ended September 30, 1938, 
reported a net profit of $840,537, equal after preferred 
dividends on the 41% per cent preferred stock, to $1.55 a 
share on 426,776 shares of common stock. This com- 
pares with a net profit of $1,864,469, or $4.10 a share on 
426,633 common shares in the previous year. The com- 
pany’s showing last year might have been poorer, had it 
not been for the sustaining effect of royalty payments. 
Subsequently, however, earnings have undergone appre- 
ciable improvement and for the six months ended March 
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31, last, net profit of $412,847 was equal to 76 cents, 
share on the common, comparing with $427,416 or 1 
cents a share in the corresponding period a year ago, The 
six-month showing, however, obscures the improvement 
registered in the March quarter when net of $253,055 
was equal to 49 cents a share on the common, contrat. 
ing with 40 cents in the corresponding period a year agy 
and 27 cents a share in the December, 1938, quarter, |; 
has been officially stated that machinery sales in the 
March quarter were 94.4 per cent of the sales for the 
same quarter of the previous year, but the trend ha 
been increasingly favorable and new orders for machinery 
in March exceeding those in March a year ago. Income 
from leased machinery and processing increased over 
12 per cent in the most recent period as compare 
with 1938. 

Ahead of the common stock there are 40,000 share 
of 414 per cent cumulative convertible preferred which, 
after July 1, will be convertible into 1 7/13 shares of 
common stock. Dividends are being paid currently at 
the rate of 25 cents quarter. 

Recent quotations around 30 compare with the cu. 
rent low of 21 and a high of 3534. While the shares may 
not appear to be undervalued in relation to prospective 
near term earnings, the company’s longer range pro- 
pects lend a measure of speculative attraction. 





Electric Auto-Lite 


So effective has been the substantially increased auto- 
mobile production this year that Electric Auto-Lite Co 
may well earn approximately $2.50 a share in the fir! 
six months of this year. Such a showing would indicate 
profits materially ahead of those shown for the entire 
1938 period. 

Electric Auto-Lite manufactures an extremely broad 
list of automotive parts and equipment, including start: 
ing, lighting and ignition systems,.storage batteries, it 
strument panels, speedometers and various other gauges 
aluminum and zinc-base die castings, wire and cable, ti 
rods, spark plugs, horns, heaters, etc. Although the com: 
pany supplies such manufacturers as Packard, Hudson, 
Nash and Studebaker, Chrysler Corp. is by far its lary 
est customer. Currently the company’s business ha 
been materially benefited by the fact that Chrysler’ 
sales this year have shown the largest percentage gall 
of any major automobile manufacturer. 

Profits in the initial three months of the current ye! 
totaled $1,620,903, and were equivalent to $1.35 pé 
share on 1,197,253 shares of capital stock. In the cor 
responding period a year ago, the company reported t 
loss in excess of $32,000. Earnings in the second quartet 
will doubtless be somewhat under those in the Mart 
quarter, but are expected to be comfortably in exces 
of $1 a share. Aiding current results has been the market 
success which has accompanied the company’s efforts ! 
introduce operating economies, with the result that cut 
rently profits are showing a much improved ratio t 
gross business. Although the nature of Electric Aut 
Lite’s business is such that it is primarily dependet! 
upon the automotive industry, the company has deve! 
oped a fairly sizable customer list among other industries 

At the end of last year the company reported curt! 
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sets, including more than $4,000,000 in cash and mar- 
ketable securities, of $19,751,027, while current liabilities 
yere slightly more than $5,000,000. There are outstand- 
ing $10,000,000 debenture 4s of 1952, convertible into 
the common stock at $50 a share. 

As to the company’s prospects for the balance of the 
year, the probabilities are that third-quarter earnings 
will fall somewhat below the average for the first six 
months but with new models being introduced earlier 
this year, this will act to sustain earnings at a higher 
bevel than might otherwise be the case. Conservatively 
stimated, earnings for the full current year will probably 
be somewhat between $4 and $5 a share. 

Last year dividends totaled $1 a share and thus far in 
the current year payments have been made at the rate 
of 50 cents quarterly. With dividends apparently con- 
grvative in relation to indicated earnings, there would 
appear to be ample latitude, should directors see fit, to 
increase the present rate or pay a generous year-end 
atra. Recently selling at 29, the shares appear to pos- 
sss well founded speculative merit. 





Hershey Chocolate Co. 


Backed by a long record of sustained earnings and 
uinterrupted dividend payments, Hershey Chocolate 
common shares recently quoted around 60 and paying 
$a share annually, appear to possess considerable at- 
traction as an income-producing vehicle with moderate 
possibilities for price appreciation over the months ahead. 
Hershey Chocolate is one of the largest manufactur- 
ers of chocolate bars, breakfast cocoa and similar prod- 
ucts. Although it has long been the policy of the com- 
pany to practically refrain from advertising its products, 
all of them are well known and enjoy a substantial sale, 
particularly the company’s various confections. The 
company’s business is such that substantial immunity to 
general business adversities is had. Fluctuations in earn- 
ings in the past have been due chiefly to price changes in 
the principal raw materials used —cocoa and _ sugar. 
Abnormally high prices for these two commodities natu- 
rally have the effect of circumscribing the company’s 
profit margins, while any substantial decline in inven- 
tory values during the course of the year means a sub- 
stantial write-off against earnings. In 1937, for example, 
the company was forced to make inventory adjustments 
against earnings of nearly $4,000,000. Last year, how- 
ever, with the benefit of more stable raw material prices, 
anet profit of $4,126,254 was shown, which compared 
with $932,109 in 1937. As a result, net last year, after 
dividends on the convertible preference stock, was equal 
to $4.17 a share on 685,749 shares of common stock. 
In 1937 earnings were equal to only $3.67 a share on 
253,844 shares of convertible preference stock. The bet- 
ter showing made by the company last year promises 
to be improved on currently. Operations this year will 
hot only have the benefit of sustained demand but the 
company is understood to be well provided with low 
cost inventories. First quarter earnings were equal to 
$188 a share on the common stock, comparing with 
$1.28 a share in the same months of 1938. Indications 
are that the same rate of improvement will carry 
throughout the remainder of the year. 
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General Tire & Rubber 


Although one of the smaller manufacturers of auto- 
mobile and truck tires, General Tire & Rubber has dis- 
tinguished itself over an extended period by showing a 
more consistently profitable record of operations than 
some of its larger competitors. The very fact that the 
company is not large has doubtless resulted in greater 
flexibility, permitting more rapid adjustment to the 
widely varying conditions to which the tire manufactur- 
ing industry is subject. Moreover, the company depends 
almost entirely on replacement sales, upon which profit 
margins are larger than original equipment sales. Capi- 
talization is also modest, in relation to normal earning 
power. 

For the fiscal year ended November 30, 1938, General 
Tire & Rubber reported net profit of $1,181,224, which 
was equivalent after preferred dividends, to $1.97 a share 
for the common stock. This compared with $808,913, 
or $1.24 in the 1937 fiscal period. Aided, however, by 
more stable raw material costs and substantially in- 
creased sales, indications are that the company will show 
earnings in the first six months of the current fiscal 
period, almost as large as for all of 1938. Profits in this 
latter period are expected to range between $1.75 to 
$2 for the common stock. 

At the end of the 1938 fiscal year, financial position 
was comfortable; no funded debt or bank loans were 
outstanding; and inventories were about $1,000,000 
lower than at the end of the previous year. Ahead of 
the 519,627 shares of common stock outstanding, there 
are only 25,944 shares of $6 preferred stock. In both 
1937 and 1938, a year-end dividend of 50c a share was 
paid on the common stock. On the basis of present 
prospects, if no dividends are declared before Novem- 
ber 30, a more substantial payment than last year is to 
be expected. 

While a somewhat lower sales volume in the last six 
months of the current fiscal year may be reflected in 
earnings moderately below the level of the first half, the 
company would appear to have an excellent opportunity 
to show earnings of at least $3 a share for the full fiscal 
year. On this basis, the common stock recently quoted 
around 23 seems conservatively valued and well worth 
speculative consideration. Current price range: high, 
2754: low, 1534. 
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Hershey's air-conditioned windowless office 
building, Hershey, Pa. 
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The Personal Service Department of THe MaGazine or WALL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necesary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Wheeling Steel Corp. 


Do you suggest retaining 200 shares of 
Wheeling Steel common bought this year at 
80? I was impressed with the reported earn- 
ings of 61 cents a share for the quarter end- 
ing March 31. Is this uptrend likely to con- 
tinue with recent concessions to automobile 
producers being offset by increased sales vol- 
ume?—S. F., Washington, D. C. 


Approximately 75% of the output 
of the Wheeling Steel Co. is concen- 
trated in the lighter steels, such as 
sheets, strip and tinplate, with the 
greater part of the remainder in tub- 
ing, pipe and wire products. Some 
20% to 25% of production normally 
is taken by the automobile indus- 
try, with container manufacturers, 
and the oil and gas trades ranking 
next. Operations of Wheeling usual- 
lv run at a higher rate than the aver- 
age, but profit margins are narrow. 
In the full year 1938 net income 
amounted to $493,188 or a deficit of 
$2.44 per common share as com- 
pared with a net profit of $4,238,483, 
or $4.03 per common share in 1937. 
In the first quarter of the current 
year, the company earned $828,661 
or $0.61 per common share com- 
pared with a loss of $531,035, or 
$1.74 per common share in the ini- 
tial three months of 1938. Compe- 
tition in light steel is very keen and 
recent price cuts likely prevented a 
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common share profit in the second 
quarter. However, volume should 
pick up over the next few months 
and the leverage contained in Wheel- 
ing’s capital structure gives the com- 
mon stock considerable speculative 
appeal. The common stock is defi- 
nitely speculative, but we would rec- 
ommend retention on that basis. 





American Cyanamid Co. 


Could American Cyanamid B quickly re- 
cover to the 30 level in the event of general 
market betterment? Owning 200 shares of 
this stock at 35 for more than two years, it 
has seemed slow to me. I understand, how- 
ever, that it will shortly begin to show sub- 
stantial gains through its many affiliates. 
What is your opinion?—D. A., Houston, Tex. 


Although originally engaged pri- 
marily in the manufacture of fertil- 
izers, American Cyanamid Co. has 
developed during recent years a well 
diversified chemical business which 
has stood it in good stead at a time 
when the fertilizer business has been 
subject to keen competitive condi- 
tions and resultant narrow profit 
margins. The production of phar- 
maceuticals, dyestuffs, mining chem- 
icals and heavy chemicals naturally 
makes the company subject to the 
ups and downs of the business cycle 
but at the same time active research 


and development of new products 
has unquestionably been beneficial 
from the standpoint of earnings dur 
ing recent years. In the first quar 
ter of the current year net income 
of $1,040,478 was equal, after pr. 
ferred requirements, to 39 cents a 
share on the combined class “A” and 
“B” stocks, against 3 cents a share 
on the junior equities during the like 
1938 interval. Because of depressed 
general business conditions during 
much of 1938, earnings in that year 
equalled but 91 cents a share on the 
junior stocks, against $2.09 a share 
in 1937. Ranking ahead of the con- 
mon shares are $12,400,000 in funded 
debt and 170,253 shares of 5% $10 
par preferred stock. Total distribu. 
tions last year on the class “A” and 
“B” shares amounted to 45 cents a 
share and the current indicated rate 
on the junior issues is 15 cents quar- 
terly. Since earnings for the full 
year should run well ahead of last 
year, some increase in payments 
would not be unexpected especially 
if general business conditions in- 
prove. We feel that the stock holds 
good possibilities from a longer term 
market standpoint and given gen- 
eral market betterment it should be 
able to at least reach a level approx: 
mating that which you have in mind. 





B. F. Goodrich Co. 


Would you advise my continuing to hold 
100 shares of Goodrich common bought at 
45 two years ago? Since my purchase, Goot- 
rich has seemed to lag behind other leading 
rubber stocks in recovering lost ground. With 
general business improvement, is this com 
pany in a position to regain the earning powet 
shown in 1936?—F. T., Kansas City, Kam. 


The B. F. Goodrich Co., one of 
the four leading rubber fabricators 
enjoys a greater degree of diversity 
of product than the average coll 
pany in the industry. Less than 60% 
of revenues are normally derived 
from the production of automebil 
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tires and tubes, the balance origi- 
nating from the sale of more than 
32,000 miscellaneous articles made 
of hard or soft rubber. General Mo- 
tors is reported to be the largest 
single customer, taking about 30% 
of the company’s tire output. Good- 
rich’s tire volume is divided about 
evenly between the original equip- 
ment and replacement markets, the 
latter being the more profitable due 
toa higher profit margin. The com- 
pany reported a net profit of $2,240,- 
119 in 1938, equivalent to 14 cents 
per common share, as against a loss 
in 1937 of $878,580, after an inven- 
tory write-down of $5,652,935. The 
company is in a strong financial po- 
sition with a net working capital of 
$63,112,203, of which $14,614,530 
was in cash, at the beginning of 1939. 
While Goodrich has not dominated 
the tape as have other rubber stocks 
this year, the company is in a posi- 
tion to take advantage of any up- 
turn in business. Given the benefit 
of a general business revival, the 
company should be able to regain its 
1936 earning power. We counsel 
holding your 100 shares. 


Chicago Yellow Cab Co., Inc. 


Should I retain 200 shares of Chicago Yel- 
low Cab which cost me an average of $15 a 
share? Are there any new important devel- 
opments apparent to your analysts after a 
study of the 1988 Annual Report? What is 
the financial position of the company?—B. T., 
Flint, Mich. 


Lower gross revenues resulting 
from depression influences, together 
with high labor costs and taxes, re- 
sulted in a moderate decline in earn- 
ings of Chicago Yellow Cab Co. Inc. 
for 1988 as compared with 1937. 
Thus, net income of $58,425, equal 
to 19 cents a share reported for 1938, 
compared with $75,799, or 25 cents 
a share earned in the preceding year. 
Because of the company’s strong 
financial condition, dividend pay- 
ments totaling $1 a share on the 
capital stock were made last year 
and payments have been continued 
at that rate thus far during the cur- 
rent year, despite the fact that busi- 
ness of the company is said to be 
at about the same level as a year 
ago. This company’s business is one 
which responds sharply to variations 
IN consumer spending power, and 
the relatively well sustained level at 
which this has been maintained re- 
cently, together with the probability 
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of improvement during the late sum- 
mer and fall months, suggests an 
improved earnings performance this 
year. Since March, 1938, the com- 
pany has had to reduce substantially 


the number of its cabs in operation - 


on Chicago’s city streets because 
of an ordinance limiting the total 
number of taxis operated to 3,000 
from 4,108. Despite this restrictive 
influence, the company has been able 
to report well sustained business, in- 
dicating that the production per cab 
has been increased. While this type 
of business is one rendering the stock 
speculative, the past performance 
coupled with the possibilities of some 
betterment in the earnings picture 
later in the year leads us to believe 
that holdings of the stock may well 
be retained at least for the present. 


National Supply Co. 


How do you rate National Supply com- 
mon as a speculation for material price ap- 
preciation? I have 200 shares at 1542 and 
am discouraged by reading much unfavor- 
able news. Has the worst now been seen so 
that earnings will soon begin to pick up re- 
ficcting improved demand for crude oil and 
gasoline?—E. G., Seattle, Wash. 


The National Supply Co. is a lead- 
ing manufacturer of equipment and 
supplies for the drilling of oil wells 
and is also a maker of diesel engines. 
The fortunes of the company depend 
largely on activity in the oil fields 
with the price of crude oil and pipe, 
and trend of oil consumption having 
a direct bearing on the sales and 
profits. Capitalization comprises a 
funded debt of $5,821,000, 64,687 
shares of $6 cumulative preferred 
stock, 226,404 shares of $5.50 cumu- 
lative preferred, 279,548 shares of $2 
cumulative convertible preferred, 
and 1,155,517 common shares. Divi- 
dends are being partially maintained 
on the two senior preferred issues 
and there are arrears on all of the 
preferred issues. Earnings for 1938 
amounted to $1,283,767, or $4.41 per 
share on the combined senior pre- 
ferred issues as against a net profit 
of $7,857,500, or $4.90 per common 
share in 1937. Jn the first quarter 








of the current year, a net loss of 
$232,890 was reported, comparing 
with a net profit of $1,094,854 in the 
initial quarter of 1938. The demand 
for drilling equipment remains light 
although there has been some firm- 
ing of pipe prices. The near-term 
outlook for the company is not prom- 
ising, but the present price for the 
common stock appears to have gone 
a long way in discounting this, and 
we would favor holding for the 
longer term. 


U. S. Pipe & Foundry Co. 
I hold 50 shares of U. S. Pipe & Foundry 


stock bought at 54 and am anzious to learn 
if conditions warrant my holding. Can you 
tell me if tonnage shipped and unfilled orders 
are continuing to run materially ahead of last 
year? If the 342% convertible debentures are 
redeemed as proposed, will it greatly strength- 
en the status of the common shares?—W. R., 
Albany, N. Y. 


Long a leader in the domestic pro- 
duction of cast iron pipe, U.S. Pipe 
& Foundry Co. is heavily dependent 
upon municipal and federal expendi- 
tures. The rate of new residential 
construction plays an extremely im- 
portant part in demand for cast iron 
pipe, which is used in the construc- 
tion of water and gas main systems 
the extension of which varies with 
community growth and develep- 
ment. In the year 1932, when home 
building and municipal credit was 
at its extreme low point, the com- 
pany suffered a loss of $1,273,054. 
In the following year the loss was 
reduced to but $71,453 and since 
that time profits have been recorded 
in each year, reflecting improved 
municipal credit as well as the heavy 
federal expenditures on P W A proj- 
ects. Last year the company earned 
the equivalent of $2.38 a share on 
the common stock, against $3.21 a 
share the year before. Unfilled or- 
ders of the company this year have 
run well ahead of last year and 
showed an increase in tonnage of 
about 60% as of March 31. On 
April 20, last, the company called 
for redemption its $958,000 issue of 
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When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 








Forecasting the Trend of the Market! 


Each Tuesday in March, when our Weekly Bulletin was mailed, it carried the definite 
warning: “Short Term Trend—Down.” 


Then, on Tuesday, April 11th, when our Daily Stock Index made its low of 87, after a 
decline of 29 points in one month, our forecast of the market was changed to: “Short 
Term Trend—Up.” 


This forecast called the turn prior to the 17 point advance in nine weeks which has 
followed. And in each Weekly Bulletin mailed in May, the market’s trend was just as 
accurately gauged. 





Forecast Service Proficient 


As a Forecast subscriber, you are never in 
doubt as to what action to take. You always 
have the assurance of knowing that your se- 
lected securities purchased on our advice are 
under the close supervision of our experi- 
enced technicians and analysts. 


You will be informed when any change in the 
technical or fundamental market outlook . . . 
any political, industrial or European develop- 
ment ... makes it desirable for you to lighten 
or revise your holdings . . . to protect your 
capital and maintain a sound profit-pointing 
portfolio. 


In addition, you may consult us... by tele- 
graph and by mail . . . regarding securities 
you hold or in which you are interested. A 
well-equipped, highly organized staff is at 
your service. We will advise you what to 
retain, what to switch and what to close out. 
This service alone is often worth many times 
our moderate fee. 


Market Now At Crucial Point... 


And more than ever you should have the 
regular, definite and continuous counsel pro- 
vided by THe Forecast. You will want to 
know whether the current advance represents 
a rally in a bear market or the first phase 
of a new major recovery. 


Through THE Forecast you will receive— 
(1) A report on your present securities ad- 
vising you what to hold and what to sell. 
(2) Short term and longer term recommenda- 
tions . . . what and when to buy and when 
to sell . . . through a specialized program 
according to your individual capital and 
objectives. (3) Weekly Bulletins mailed 
every Tuesday and Special Editions when- 
ever necessary. These contain our market 
and business forecasts and continuing advice 
on all of our recommendations. 


This is the type of service you need under 
today’s conditions. Let THE Forecast help 
you conduct a market program to recover 
losses and build up your capital and income. 














THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


90 BROAD STREET NEW YORK, N. Y. 


I enclose [} $75 to cover a six months’ test subscription [] $125 to cover a full year’s subscription to 
The Investment and Business Forecast starting at once but dating from August 1, 1939. I understand 
that regardless of the telegrams I select, I will receive the complete service by mail. ([] Check here if 
FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. 


FREE 
Service 


CABLE ADDRESS: TICKERPUB 


to 
August Ist 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our 


Private Code after our Code Book has had time to reach you.) 


[1 TRADING 
ADVICES 


Active Common Stocks for Short Term Profit. Two or three wires a month, 
on average. Maximum of five stocks carried at a time. $2,000 capital suf- 
ficient to buy 10 shares of all recommendations on an outright basis. We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 
cial interest in any 
issue or brokerage 
house. Our sole ob- 
jective is the growth 
of your capital and 
income through coun- 
sel to minimize losses 
and secure profits. 


Low priced Common Stocks for Market Appreciation. Two or three wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


O UNUSUAL 
OPPORTUNITIES 
Dividend-paying Common Stocks tor Profit and Income. One or two wires a 


month, on average. Maximum of five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


O BARGAIN 


INDICATOR 
| RE Se oe aoe reir wee yee sey tae Ra ey CAPITAL OR EQUITY AVAILABLE............ 
ADDRESS 
LE: Shu soawrrGeeeoosonessawendset Sune eakee nee ae ee ee ee ee dune 17 


Continuous Consultation Service Provided. List Your Securities Now for Our Analysis. 
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Had it not been for the curtailment of 
' automobile production caused by the Briggs BUSINESS CREDIT 

ent shut-down, industrial production would 

ave fully recovered by now from the mild set- ry] | 

back occasioned by the soft coal strike. Apart | eae 

from possibilities of further labor trouble in the 
| automotive industry and prospects of rather 
sharp curtailment of cotton cloth production in 
| the near future to work off excessive inventories, 
| it would seem that the general outlook has been 
| greatly improved in recent weeks by expanding 
_ sales, firmness in commodity prices, New 
| Deal plans for further deficit spending, brighter 
| prospects for peace in Europe, and the probabil- 
| ity that Congress, in its closing weeks, may agree 
| upon a medium of constructive legislation. 

* * * 


| For the month of May, per capita business 
activity expanded fractionally to 82.6% of the 
| 1923-5 average, from 82.4 in April. Average 
| for the first two months of the current quarter 
_ has been 82.5, compared with 83.6 for the entire 
| first quarter. Increase over last year was 19.4%, 
| for May, against 19.7%, for the first five months 
: mite wrprasid aa Owing mainly to the coal 
| Strike and smaller relief and Social Security pay- | | 

| ments, national income of $5,435,000,000 ae peers 
| Paid out during April was $81,000,000 less 
q than in March; but 1.9%, above last year, com- “ FMAMJJASOND JFMAMJJASOND 
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INDUSTRIAL PRODUCTION (a) 99 98 77 | 
2 Se 
| 


INDEX OF PRODUCTION AND ; 

TRADE (b) ; 82 84 
Production 78 81 : 

payrolls, government and Private, totaled 

Dessiote Goods ‘ 4 ae $3,587,000,000—a drop of $32,000,000 from 


“i pared with a four-months’ rise of 2.1%. Apyil 
44 | 

Non-durable Goods e7 90 = | March; but 3.8% ahead of last year. Factory | 
86 | 
719 








Primary Distribution ; 74 78 : : 
Distribution to Consumers : 94 93 employment in April was 6% sbove last year, 
Miscellaneous Services 81 80 leg wet iota a in 2 6% tise in | 
z weekly wages, and a increase in purchasing 
WHOLESALE PRICES (h) 76 O(pl) 75.9 78.1 power owing to a 2% recession in the cost of |. 
: living. Unemployment in April is estimated a 
INVENTORIES (n. i. ¢. 6.) 10,177,000 by the National Industrial Confer. 
Raw Materials . 99.0(pl) 100.6 114.4 | ence Board—517,000 fewer than a year earlier, 
Semi-Finished Goods . 113.6(pl) 112.3 120.8 | 
Finished Goods : : 110.0(pl) 109.5 116.5 








COST OF LIVING (d) Raw material prices now average 10% 
Alll items 85.0 84.9 86.8 higher than a year ago. Wholesale prices are 


78.2 78.0 81.1 down 3%, and retail prices off 1.2%. The 
Housing : 86.2 86.1 87.2 exchange value of prices received by farmers 
Clothing 72.2 72.3 75.1 | is 1.3% above last year. 

Fuel and Light 85.2 85.8 85.7 ele 

Sundries : 96.7 96.7 97.6 

Purchasing value of dollar sale eed 117.6 1 17.8 11 5.2 Department store sales for week ended 
NATIONAL INCOME (cm)t....) Apr. $5,435 $5,516 $5,349 | May 27, and for four weeks, were 8% above last 


| eat Be | syear. Manufacturers’ sales of distilled liquors, 
CASH FARM INCOME? rubber products, leather, hardware, steel and non- 
Farm Marketing Apr. $463 $487 $488 ferrous metals; jewelry, machinery and motor 
Including Gov't Payments Apr 553 548 vehicle parts, during April, ranged from 15% 
Total, First 4 Months 2,240 to 32% ahead of last year, compared with an 
Prices Received by Farmers (ee).. : 89 | average gain of 9.5%. In the wholesale trade, 
Prices Paid by Farmers (ee) : 120 | April sales gain averaged 1.3% above last year, 
Ratio: Prices Received to Prices | with a number of important lines staging increases 
Paid (ee) q | ranging from 13% to 26%. Merchandise 
= = : -| exports plus imports during April were 4% 
FACTORY EMPLOYMENT (f) | below the like period of 1938, compared witha 
Durable Goods , , . four months’ decline of 5%. Excess exports for 
Non-durable goods -! | four months came to only $21 7,000,000, against 
‘FACTORY PAYROLLS (f)..... ie tay . 44, | $435,000,000 last year. According to a re- 
(not adjusted) cently reported sampling by the National Indus- 

; Seopa ee trial Conference Board, new orders booked by Cal 
RETAIL TRADE | representative manufacturers during April were an. 
Department Store Sales (f)...... | 19.8% ahead of last year, against a gain of only Coal 
Chain Store Sales (9) 110.0 c 13.7% in shipments. This points to an accumu- li 
Variety Store Sales (9) : 114.3 : .6 | lation of unfilled orders and foreshadows a further “sian 
Rural Retail Sales (j) ; 125.2 ‘ .3. | pick-up in production. LC | 
Retail Prices (s) as of May 89.1 : i a a ee pala 
rs : iz ; e.2 STEEL | 
FOREIGN TRADE Wi : , load Big Irc 
Merchandise Exportst Aor. $230.9 = ith resumption of coal shipments, carload- 5 7 
Cumulative year's totalf to......| Apr 30 930.9 : ings have again rebounded toa level about 12% | fi wt 
Merchandise Importst Asn. 186.9 ; above last year. Despite the coal strike, railroad inish¢ 
Cumulative year's total t to Apr. 30 713.0 n. o. i. in April was 62% above last year, leaving STEEL 
eo. is iitis a four-months’ increase of 244%. Recent cul % of | 






































RAILROAD EARNINGS | of 10% to 32% in round-trip passenger fares will 
Total Operating Revenues * 1st 4 mos. 1,179,892 1,081,377 be followed by bus lines, but probably not by the CAPIT/ 
Total Operating Expenditures*. .|1st 4 mos. 921,547 896,408 air transport companies. (m) we 

1st 4 mos. 114,069 | LAM hehe oe ; a ——— 
Net Rwy. Operating Income*...|1st 4 mos. 101,066 ated 
Operating Ratio % 1st 4 mos. 78.10 ; Building permits granted during April were :. 
Rate of Return % ‘st 4mos. 1.55 __ 045 | 19% above last year, with residential permits ong 

BUILDING Contract Awards (k).|_ Apr. $330.0 rising 43%. Engineering construction awards Fuel C 

F. H. A. Mortgages in May were the largest for any like month since E rede 
Selected for Appraisal t May 109.4 1930 and were 38% above last year, against é Crude: 
Accepted for insurencet May 13.7 cumulative increase of only 25.5% for the year to Gasol; 
Premium Payingt May 49.4 date. Mortgages selected during May for ap- “ 
ty Pe ahi ee | praisal by the FHA were 14% above last yeat ee 

Building Permits (c) | and the second largest in FHA history. The tem tren 
214 Citiest Apr. $76.5 ; narrowing margin of increase over last year 's Dept. of 
New York Cityt Apr. 18.7 : probably due more to uncertainties regarding Con- (h)—U.S 
WGP Eo bss soe oce ewes Apr. 95.2 j gressional action on proposed 2 ene pa to be: liminary. 

1 os are ee : in deme 

Raskenesinn Gantenete Ghnd+ May $253.0 ' Act than to any permanent tapering off in 1936—1 
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Previous 
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Latest 


Date Month 


PRESENT POSITION AND OUTLOOK 








May 
May 
Apr. 


2,918 
1,718 
701 


2,987 
2,056 
768 


E . . 
Ingot Production in tons * 
Pig Iron Production in tons*.... 


Shipments, U. S. Steel in tons*. | 


Retail deliveries of automobiles during the 
first 20 days of May were 50% ahead of last 





Teac) | 
AUTOMOBILES 
Production 
Factory Sales 
Total 1st 4 Months 
Retail Sales 
Passenger Cars, U. S. (p) 
Trucks, U. S. (p) 


Apr. 
1939 


337,372 
1,346,305 


371,940 





Apr. 
Apr. 


269,000(pl) 247,000 
46,000(pI) 43,609 


| year; so that, with field stocks unusually large for 
| this season of the year, no permanent loss should 
be sustained by the industry in consequence of 
the threatened UAW campaign for a union shop. 
Earnings during the current quarter, however, 
will be somewhat smaller than reported for the 
first quarter, owing to lower production. 


219,310 
837,164 


192,295 
35,722 


* * * 





PAPER (Newsprint) 
Production, U. S. & Canada * (tons). 
Shipments, U. S. & Canada * (tons). . 
Mill Stocks, U. S. & Canada * (tons) 


298.2 
291.7 
232.6 


May 
May 
May 31 


335.9 
359.1 
209.4 


Equipment orders for five months, compared 
with the like period of 1938, include 7,753 
freight cars, vs. 6,933; 144 locomotives, against 
44; and 121 passenger cars, vs. 107. During 


275.7 
259.5 
218.8 





HQUOR (Whisky) 
Production, Gals. * 
Withdrawn, Gals. * 
Stocks, Gals. * 


Apr. 8,442.6 
Apr. 5,736.7 
Apr. 30 477,135.3 


9,983.7 





470,446.1 


| the first quarter, Class | railroads spent $140,000,- 
000 for material and equipment—41% more than 
during the first quarter of last year. Current re- 
vival in equipment sales is being helped by ex- 
tremely liberal credit arrangements on the part of 


8,244.1 
4,938.6 





GENERAL 
Machine Tool Orders (n) 
Railway Equipment Orders (Ry) 

Locomotive 51 
Freight Cars 2,051 
Passenger Cars None 

| Cigarette Production 12,269 

| Bituminous Coal Production * (tons). | 17,880(p!) 
Boot and Shoe Production Prs.*. . . 32,475 

| Portland Cement Shipments * 

| Commercial Failures (c) 


155.6 185.4 
19 
2,695 
14 
14,244 
10,747 
42,375 
1,123 
1,140 





manufactures, involving little or no down pay- 
ment 
90.3 4 


* * * 


aa. Whisky production during April was 2.5% 


55 above last year, and stocks at the end of the month 

19.597 were only 1.4% larger than a year earlier. 

91 "391 Newsprint consumption by publishers in April 

33 468 was 3.4% above last year, with inventories on 
‘ May 1st 15% below last year. 





WEEKLY INDICATORS 





a 
| 
| isla. 


Latest Previous 


__ Week 





M. W. S. INDEX OF BUSINESS, 


| ACTIVITY 1923-25—100 83.4 83.3 


Ox. W.H.t.......... 9,114 2,205 
| TRANSPORTATION 

| Carloadings, total . 567,732 
30,291 
| 92,611 
27,340 
230,161 


133,316 


627,674 
33,904 
100,357 
29,763 
251,585 
152,855 


Manufacturing & Miscellaneous. .. .| 
L.C. L. Mdse 


STEEL PRICES 
Pig lron $ per ton (m)............ | 
Scrap $ per ton (m) | 
Finished ¢ per Ib. (m). 


STEEL OPERATIONS. 
% of Capacity week ended (m)... .| 


20.61 
14.58 
2.236 


20.61 
14.21 
2.236 


53.0 52.0 


CAPITAL GOODS ACTIVITY | 
(m) week ended. ... 


PETROLEUM 
Average Daily Production bbls.*. . | 3 
Crude Runs to Stills Avge. bbls. *. .| 3 
Total Gasoline Stocks bbls. *...... | 3 
| Fuel Oil Stocks bbls. * 10 
| Gude—Mid-Cont. $ per bbl | 10 
Cude—Pennsylvania $ per bbl... .| 10 
Gasoline—Refinery $ per gal 10 


57.9 60.9 


3,585 
3,405 
84,152 
52.0 
1.02 
1.48 


3,559 
3,415 
83,637 
53.0 
1.02 
1.48 





(a)—Federal Re 








t—Millions. .*—Thousands. 
tem trend. (c)—Dun & Bradstreets. 
Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. 
()—U.S.B.L.S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. 





1936—100. 


ne 


_ Week 


(cm)—Dept. of Commerce estimates of income paid out. 


pi PRESENT POSITION AND OUTLOOK 


With the event of warmer weather and settle- 
ment of the soft coal strike, the margin of increase 
over last year in electric power output has 
again widened to 12.5%, compared with a cumu- 
lative gain of only 11% for the year to date. 
Revenues of the gas utility industry for the first 
quarter averaged 6.7% above the like period of 
1938. Telegraph companies reported an aggre- 
gate net loss of $1,819,000 for the first quarter, 
24,501 against net loss of $1,939,000 during the first 


198,199 
, last 1 
130,035 quarter last year : a 


69.1 
1,879 


502,617 
26,332 
86,599 


Spurred by releases on recent orders from the 
automotive industry, the steel operating rate 
has expanded to more than twice the level obtain- 
ing a year ago, and is expected to rise farther in 
the near future. This improvement, being con- 
tra-seasonal, will contribute to recovery in general 
business activity. Recent price reductions have 
raised the ‘‘break even’’ point to around 55% 
of capacity, slightly higher than the current operat- 
ing rate. 


23.25 
11.00 | 
2.487 | 


26.5 


43.0 


* * + 

3,108 
3,129 
87,350 
26.5 
1.27 
t.23 


Profit outlook of oi! industry has been im- 
proved by further advances in gaseline prices 
and by unexpected action of the Texas Railroad 
Commission in resuming five-day-a-week crude 
oil production schedules for the month of June. 








eserve Bank of N. Y. 100%—estimated long 
(d)—Nat. Ind. Conf. Bd. 1923—100. (e)— 
(fF}—1923-25—100. (g)—Chain Store Age 1929-31—100. 
Dodge Corp. (m)—lron Age. (n)—1926—100. (pl)—Pre- 


liminary. (s)—Fairchild Index, Dec. 1930—100. (En)—Engineering News Record. (Ry)—Railway Age. (n. i. ¢. b.)}—Nat. Ind. Conf. Bd. 
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Trend of Commodities 


Comments ies as a whole eased moderately over the 25 per cent. So far as industrial raw materials 


past week. 


eakness was nowhere pronounced and lower cerned, demand was listless, although domestic 


prices appeared to reflect nothing more than normal sea- were heartened by reports that pressure of 
sonal factors and the continuance of cautious buying policies quirements in Great Britain may result in the 
on the part of processors and manufacturers. Crop news able orders in the United States. Over the next 
was featured by a Government wheat estimate indicating however, prospects are for maintenance of a 
the smallest yield since 1936. Highlights of cotton news in- range, although further recovery in the stock 
cluded virtual decision of mills to curtail production about find sympathetic reflection in more sensitive 


LONG TERM TREN 


U.S. DEPT. OF LABOR COMMODITIES INDEX 1926100 
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Changes in Major Commodity Price Groups for the Fortnight Ended June 3, 1939 


Farm Products 
oods 
Hides 


Text 
Fuel 


COTTON 


Price cents per pound, closing 


Consumption, U. S 

Exports, wk. end 

Total Exports, season Aug. 1 to.. 
Government Crop Est. (final 000’s) 
Active Spindles (000's) 


Takings, World, wk. end..........| 
Total Takings, season Aug. 1 to.... 


down 1.0 Metals ako hens 93.5 no change 
up 0.1 Building Material ........... x down 0.1 
up 0.4 ro oa eee oa & up 0.1 
down 0.1 Housefurnishings............. # no change 
down 0.3 Miscellaneous... .. 3. up 0.1 


Latest Previous Year 


Wk. orMo. Wk.orMo. Ago PRESENT POSITION AND OUTLOOK 








Cotton. Despite heavy sales of gray 
with a corresponding reduction in 
9.03 8.09 mill stocks, sales have been concluded at 
8.25 8.11 no profit for the mills and, as this is written, 
9.78 8.19 feeling is strong that mills will curtail output 
| per cent for a period of three months. 
7,456 8,461 | emergency measures are also understood to 
324 261 164 under consideration, in an effort to correct 
15,671 15,347 15,817 | untenable internal situation and restore 
547 649 413 profits. Meanwhile the spot situation 
16 32 34 tight and withdrawal of loan cotton is slow. — 
| 3,150 5,374 . we 
.| 11,943(ac) 18,946(ac)) Wheat. The latest Government crop 
22,109 22,472 21,773 based on conditions as June 1, places the 





WHEAT 


Price cents per bu. Chi. closing 
OMe Cais i visve Fok niet 
September 

Exports bu. (000's) wk. end. . 


Gov't Crop Est. bu. (000's) 


Exports bu. (000's) since July 1 to. 


Visible Supply bu. (000's) as of. . . 


yield for the current crop year at 668,431 
| bushels, which would be the smallest crop 
| 1936 drought season. Current prospects 

145g 173 74% | pare with the crop for 1938 of 930,801 
June 10 15% 77 75% | bushels. Normal domestic requirements 
June 3 129,368 125,059 121,700 to about 750,000,000 bushels annually. 
June 3 4,309 4,528 3,520 ever, a carryover of about 275,000,000 
June 3 58,142 27,919 | will be ample to offset any deficiency in the d 
June 1 668,431 930,801 (ac) rent crop. Weather conditions in the 





CORN 


Price cents per bu. Chi. closing 


September 





Exports bu. (000's) since July 1 to. 
Visible Supply bu. (000's) as of... 
Gov't Crop Est. bu. (000’s)....... 


areas have been more favorable recently. 


j * * * 


Corn. Corn prices eased toward the 
June 10 503% 503%, 514% | the past week, apparently sensitive to the 
June 10 51% 521%, 5846 | trend in wheat and reports of better 
June 3 68,407 68,390 76,272 conditions in the corm belt. Withdrawal of 
June 3 33,738 33,174 23,990 lative interest also appears to have had a 
1938 2,408,958(ac) 2,644,995(ac)| ing effect upon prices. Exports continue 
stricted. 
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Latest Previous Year 


Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 








>PPER | 
“Price cents per Ib. Copper. Estimates place May deliveries at 
Domestic 10.00 10.00 9.00 | about 47,000 tons, an increase of about 5,000 
Me Export c. i. f..........-.---- 10.10 10.10 8.80 | tons over the April figure. With production last 
Refined Prod., Domestic (tons) : 58,368 66,246 55,749 | month probably no greater than in April, the trade 
F Refined Del., Domestic (tons) : 42,484 50,486 31,684 | is looking for a drop of about 5,000 tons in stocks. 
Refined Stocks, Domestic (tons)... : 332,513 320,446 356,663 | If such proves to be the case, the net decline in 

lefined Prod., World (tons) A 166,308 171,343 162,588 world supplies will probably be almost entirely 

fined Del., World (tons) 111,194 158,066 161,261 accounted for by domestic producers, with for- 
Refined Stocks World (tons) 522,722 506,391 541,579 | eign output and deliveries continuing to show a 
practical balance. 





* * * 


"Price cents per Ib., N. ¥ June 10 48.40 49.00 Tin. The decline in the world’s visible supply 
Tin Plate, price $ per box June 10 5.00 5.00 5.35 | of tin in May was surprisingly large. The net 
| World Visible Supplyt as........ May 31 30,866 33,873 27,909 decline was approximately 3,000 tons. Recent 
U.S. Deliveriest May 5,905 5,980 4,275 | demand has been dull and prices eased near the 
TU.S. Visible Supply t May 31 3,387 3,385 3,679 | close of the past week. 
nf x 


* * 





LEAD Lead. Lead producers have been more fortunate 
Price cents per Ib., N. ¥ June 10 4.75 4.75 4.00 | than most of the non-ferrous group. Demand 
| U.S. Production (tons) Apr. 39,250 40,799 39,291 | hasnot only been well sustained, specifications are 
U. S. Shipments (tons) Apr. 37,903 40,871 25,952 | for early delivery and sales have been well di- 
Stocks (tons) U. S., as of Apr. 30 123,394 122,035 156,715 vided among leading industrial consumers. 
* 


« * 





ZINC | Zime. During May stocks rose 2,695 tons, 
Price cents per Ib., St. Louis June 10 4.50 4.50 4.00 | despite the fact that over-all production of grades 
U.S. Production (tons) May 42,302 43,036 37,510 | declined 734 tons and was the lowest since Febru- 
| U.S. Shipments (tons) May 39,607 40,641 24,628 | ary. Deliveries were off about 1,000 tons and 
Stocks (tons) U. S., as of May 31 133,075 130,380 148,120 | galvanizing operations recently delined to 51 per 
cent. Reduced ocean freight rates have given 
SILK impetus to foreign competition in domestic mar- 
Price $ per bl. Japan xx crack June 10 2.601% 2.58 1.551/| kets and further curtailment in production is neces- 
Mill Dels. U. S. (bales), season to.. June 1 388,225 362,075 348,988 | sary, if lower prices are to be forestalled. 
Visible Stocks N. Y. (bales) of.... June 1 24,201 20,738 34,800 rt ea a) 
Silk. Reports of higher yields from new co- 
RAYON (Yarn) coon crop were followed by a sharp drop in raw 
Price cents per Ib June 10 51.0 ‘ 49.0 silk prices. Domestic mill takings declined during 
Bonsumption (a)................ May 25.9 : 16.2 May. Hosiery manufacturers consumed more 
Stocks, as of (a) May 31 41.5 ; 67.8 than 83 per cent of domestic mill takings in April 
and in the same month shipments of hosiery for 
WOOL the first time this year were less than the corre- 
| Price cents per Ib. tops, N. ¥ June 10 85.0 : 761%| sponding month a year ago. 
* 


* * 














HIDES Rayon. May shipments increased 11 per 

" Price cents per Ib. Igt. Packer June 10 11.00 8. cent over the April figure. Producers stocks at 
Visible Stocks (000’s) (b) as of.... Apr. 30 13,009 ; the end of the month showed a further decline. 
No. of Mos. Supply as of Apr. 30 6.2 Prices of finer denier yarns have been advanced to 

restore the ratio between them and the coarser 

RUBBER grades. 

| Price cents per Ib June 10 16.45 ee nts 

Se Apr. 38,989 Wool. Weekly average consumption for both 

| Consumption, U.S.¢............. Apr. 50,165 apparel and carpet use was less than in March and 

"Stocks U. S. as of Apr. 30 205,936 lower than the weekly average thus far this season. 

Tite Production (000’s) Apr. 5 37 Goods markets are less active but mill activity is 
Tire Shipments (000's) Apr. 4,583 being well sustained. 
Tire Inventory (000's) as of Apr. 10,109 x 





* * 





Hides. Prices have firmed in sympathy with 
DCOA the stock market. Tanners have displayed in- 
) Price cents per Ib. July June 10 4.23 creasing buying interest and the statistical position 
Arrivals (thousand bags) May 518 continues strong. 
Warehouse Stocks (thousand Ibs.).. June 9 1,408 Wat es 
a Rubber. Futures markets have witnessed per- 
OFFEE sistent buying and trade statistics remain good 
F Price cents per Ib. (c) June 10 7.50 despite the general business recession. Tire ship- 
| Imports, season to May 31 11,487 ments in April were up 40 per cent from last year 
| U.S. Visible Supply (bags 000's).. June 1 1,352 and inventories at the end of the month were 
less than 10,000,000 units. 
SUGAR ‘ 


. . 

"Price cents per Ib. Coffee. Consumption for the current crop year 
Duty free delivered June 10 2.85 ; 2.74 will show a gain of about 4.5 per cent and indica- 
Refined (Immediate Shipment)... June 10 4.50 | 4.50 tions are that world consumption for the full year 

| U.S. Deliveries (000's)* 1st 4 mos. 1,984 1,802 will set a new high record. Prices continue in a 

U.S. Stocks (000's)* as of Apr. 29 849 977 narrow range. 














(a)—Million Pounds. (ac)—Actual. (pl)—Preliminary. (c)—Santos No. 4. N. Y.t—Long tons. *—Short tons. 
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Latest Previous Year 
Date Week Week Ago COMMENT 
oe RATES | 
ime Money (60-90 days)........ June 10 11 11 11 
Prime ae kong : mene June 10 “tk Wik es | As this is written, excess reserves of all Federal | 
Ce, Eee es June 10 1% 1% 1% npg — = —— gy Pitan thei pa | 
-di of two weeks ago. F er, nothin 
Re-discount Rate, N. Y..........- Jone 10 1% 1% 1% | to indicate that the steady increase in excess 4 | 
CREDIT (millions of $) | serves has been halted more than temporarily, |p | 
Bank Clearings (outside N. Y.)..... Mey2? 2397 9,005 9,159 | Seth, tetas Selene eens eee 
Cumulative year's total........... May27 49,735... 47,339 | Porting banks rose $60,000,000. Howere, | 
Bank Clearings, N. Y............. Moy?? 3086 8603912 «890s | See eeener tee York City Member 
Cumulative year's total........... May 27 66,066 _...... 77,486 | Banks i Hh the latest week dropped $100,000,000, 
F. R. Member Banks | The decline in some measure was due to the pur 
Loans and Investments.......... May 31 21,680 21,673 20,536 _| chase by local banks of Government secuttes 
Commercial, Agr., Ind. Loans... May 31 3,822 3,837 ~—=—-3,992._ | from out-of-town institutions and month end int. 
Brokers Loans................. May 31 721 17 603 | est and dividend payments. To a greater extent, 
Invest. in U. S. Gov'ts.......... May 31 8,237 8,264 7,244 | the drop reflected the accumulation of vault cur 
Invest. in Gov't Gtd. Securities... May 31 2.055 2,046 1411 | rency when a strike of armored truck drivers made 
Other Securities............... May 31 3,262 3,238 2,947 | it difficult to effect cash transfers. 
| 
nie ns agg PAO ee pom i “ yon yr ei ig New York City Banks acquired $43,000,000 
New York City it aeetae. Seite , : : of the new Treasury 34% notes, and although de. 
Total Loans and Invest.......... June 7 8,052 8,000 7,947 | mand for longer term treasury bonds by foal 
Cosi til anil Agr “Sasa June 7 1369 1364 1511 banks has moderated somewhat, they are still in 
Scleelios ..... eae ‘553 568 ‘14 the market having purchased a total of $33,000, 
lived: 11. & Gov’ i cone peed 3,100 3,098 3,041 | 000 of bonds over the past fortnight. Total loans 
Invest. in Gov't Gtd. Securities... June 7 1,033 1,044 643 | and erie eg of New York banks rose $52, 
Other Securities............... June 7 1,138 1,130 1,019 | 000,000 in the week ended June 7. Commercia, 
Demand Deposits. . yaar 7'590 1614 6 316 | industrial and agricultural loans rose $5,000,000 
Time Deposits. . fo? 616 ‘617 ‘657 | in the latest week. Insofar as this rise is contra- 
Federal Reenees: naar ay Saito | seasonal, the seasonal peak in commercial bor. 
Member Bank Reserve Balance... June 7 10,053 10,029 me = having been reached two months scale 
Money in Circulation.......... June 7 6,986 6,968 6,437 | heartening to note the strong resistance to 
Gold Stock................... June 7 15,987 15,956 12,940 | normal seasonal decline. 
_——_ ili ida rd ; ona rit a. | New bond flotations in the week ended June 
Reo acs eee Bienes enya hoe ~' 4-980 4.990 071 o | 10 totaled nearly $110,000,000, which compared 
eth aee tia ‘ a : | with $112,000,000 in the previous week and 
| about $38,000,000 a year ago. Although indi- 
Latest ~~ — | cations are that new offerings may drop off sharply 
NEW FINANCING (rillions 0 of 8 Month Mont - | over the next several weeks, the avidity with 
Corporate. . May 182.5 258.8 63.3 | which investors absorb new flotations would ap- 
rem Sie. ‘ihe! May 91 0 174 376 | pear to be a favorable augury. 
; __Refunding. . See ea _ May 161.5 181.7 25.7 | aon —— 
enn MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1939 lodenes || 1939 Indexes 
No. of — No. of 
Issues (1925 Close—100) High Low June3 June10 Issues (1925 Close—100) High Low June 3 June 10 
316 COMBINED AVERAGE 73.1 50:7 59.3 60.4 316 COMBINED AVERAGE 734 ~50:7 59.3 604 
5 Agricultural Implements... 119.4 81.4 100.5 102.5 he Ol: | i 87.4 69.2 84.2 85.5 
6 Amusements............ 43.2 268 35.9 B50 4 Meat Packing. . ... 52.3 43.2 446 468 
15 Automobile Accessories.. 92.3 55.2 70.5 71.4 14 Metals, (non- Ferous). . eae 173.6 122.0 135.0 1379 
12 Automobiles............ 12.8 8.1 o7 9.8 oh CONES le eee a ear 13.5 TS 8.9 9.0 
11 Aviation (1927 Cl—100). 182.7 128.2 146.1 147.0 24 Petroleum............... 100.9 766 83.3 845 
3 Baking (1926 Cl.—100)... 15.4 14.5 13.0 13.8 18 Public Utilities........... 62.6 449 51:9) 52.6 | 
3 Business Machines........ 183.9 121.9 137.5 135.2 4 Radio (1927 Cl.—100)... 17.0 116 138 ts 
9 Chemicals........ 168.2 123.7 138.0 140.8 9 Railroad nme Snore 61.6 33.7 41.1 AA 
20 Construction... .. A755 27.7 33:4 33.2 22 Railroads. . ssstees 88 “FOIQ 19:7) ies 
5 Containers....... 242.6 165.0 192.6 199.1 EAR 719 36 38 36 
9 Copper & Brass. . 118.6 71.2 83.8 85.6 2 Shipbuilding............ $2.7 45.1 60.1 58.6 
2 Dairy Products... .. 30.3 23.6 29.2 30.3h TS Stes GNiON. 6s keene ees 99.0 60.4 70.4 71.0 
8 Department Stores........ 23.9 16.5 20.1 21.2 DUNO. h.ccccccceccccsree GS 883 S72 Se 
7 Drugs & Toilet Articles... 53.5 40.4 45.8 46.7 EEN ino ose Ge aise DAS WN 153.2 114.0 121.0 1192 
2 Finance Companies....... 312.0 219.4 262.5 267.0 3 Telephone & Telegraph.... 52.7 40.6 46.2 473 
7 Food Brands. 87.4 69.1 85.3 87.4H | EEE pare 45.0 27.4 349 361 
3 Food Stores... 452 33.3 42.7 45.2h | 4 Tires & Rubber.......... 20.0 13.0 15.4 16! 
4 Furniture. . . TA 405 Sh er eee 85.9 76.2 83.5 858 
3 Gold Mining. - 1301.2 1123.7 1221.9 1215.6 ATraction................. 369 21.9 34.4 360 
6 Investment Trusts......... 28.1 19.2 21.4 22.0 A Variety Stores... 2.2.2... 244.0 189.3 233.2 244.0 
4 Liquor (1932 Cl_—100)... 193.1 143.2 163.3 162.0 20 Unclassified (1938 Cl.— 
9 Machinery.............. 129.0 83.3 98.1 101.1 | TS 100.8 73.1 85.5 9898 
H—New HIGH record since 1932. _h—New HIGH since 1937. L—New LOW record since 1929. — 
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(Continued from page 247) 


34% debenture bonds as of May 20, 
1939. This move naturally will re- 
sult in a saving of interest charges 
and since the company’s cash back- 
log stood at $3,891,518 at the close 
of last year, no important reduction 
of working capital has_ resulted. 
Dividends have already been de- 
cared at the $2 annual rate for this 
year and with indications pointing 
to improvement in the earnings pic- 
ture in line with the anticipated fur- 
ther pickup in home building, par- 
ticularly, dividend outlook for the 
stock is favorable. Around current 
levels of 41, the stock yields an in- 
dicated return of nearly 5% and 
with improvement anticipated in 
profit margins and volume business, 
the stock would seem to merit full 
retention in your account. 


Bucyrus-Erie Co. 


Does the present price of Bucyrus - Erie 
common, now around 8, discount fully any 
temporary letdown in business volume? Can 
I reasonably expect sizable appreciation from 
this point? I have been somewhat worried 
about my commitment of 200 shares of this 
stock for which I paid 20. Will you please 
write me in detail?—L. H., Chicago, Ill. 


Manufacturing a complete line of 
power shovels, operations of Bucy- 
tus-Erie Co. are largely influenced 
by the activity obtaining in such 
fields as highway construction, build- 
ing and mining. Last year’s earn- 
ings declined rather sharply from 
the 1937 level, having equalled 20 
cents a share on the common stock, 
after preferred requirements, against 
$1.20 in the preceding year. Aided 
by increased building and highway 
construction principally, orders 
booked by the company during the 
first quarter are said to have run 
15% ahead of the like interval of 
last year and indications are that 
orders from these sources will con- 
tinue to improve in line with heavy 
public works expenditures and the 
improvement taking place in the 
construction field. The low level of 
mining operations, particularly in 
the iron and copper industries, in- 
dicates that business from these 
sources will continue at a low ebb 


| over the immediate future, although 
| Some pickup probably will be en- 
| Joyed later in the year. Financially, 
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First 5 months this year show bigger volume 


Studebaker sales 


go UP and 


UP! 


than first 10 months last year! 





2%} times greater than first 5 months of 1938! 





World’s Oldest Vehicle Manufacturer. . 


F course, public demand for the new low 

priced Studebaker Champion is somewhat 
accountable for Studebaker’s tremendous strides 
in the first 5 months of this year. 


It would be only natural that the Champion, 
a genuine Studebaker selling as low as $660 
delivered at the factory, would substantially 
increase Studebaker’s business. 


But don’t forget that the Champion’s team 
mates, the President and Commander, are selling 
in remarkable volume this year, too. 


The fact is, that on all models, the Studebaker 
factory has been working 52 days a week, month 
after month. 


At prices that command investigation, Stude- 
baker is offering more transportation value this 
year than any other automobile factory in America. 


This value is evident not only in advanced 
engineering features, but in superior operating 
economy and enduring craftsmanship. 


Keep your eyes on Studebaker. The “great in- 
dependent” of the motor car business is making 
business history in 1939. 


THE STUDEBAKER CORPORATION 


SOUTH BEND, INDIANA 








. Founded 1852 






Bucyrus - Erie continues in good 
shape and at the close of last year 
current assets of $10,761,576, includ- 
ing cash alone of $3,113,535 com- 
pared with current indebtedness of 
$1,646,942. While the company is 
obviously largely dependent upon 
the so-called “heavy industries” 
which thus far have fagled to reattain 
their pre-depression levels, there has 
unquestionably been built up a sub- 
stantial backlog for equipment of the 
type manufactured. Just how soon 
any great increase in the volume of 
incoming business can be expected 
is, of course, problematical, but with 
some slight improvement indicated 
currently and the possibility that the 
uptrend will continue at an acceler- 
ated rate, the stock seems to pos- 
sess speculative possibilities suffi- 
cient to warrant further retention 
of your holdings at present levels. 





Borden Co. 


Do you consider Borden as a sound me- 
dium for generous income with price appre- 
ciation possibilities? I have 200 shares at 25 
and was glad to see the increased earnings 
reported for 1938. Is this uptrend due to 
continue so that the 30c quarterly dividend 
disbursement is safe and may be raised?— 
G. K., Minneapolis, Minn. 


As you point out, the earnings im- 
provement recorded by the Borden 
Co. for 1938 was most encouraging, 
and indications are that further im- 
provement will be recorded for 1939. 
Thus, dividend payments on _ the 
stock at the present $1.20 indicated 
rate appear secure, with the good 
possibility of full year payments in 
excess of that amount. Because of 
the company’s strong financial con- 
dition and conservative capitaliza- 
tion, consisting solely of the 4,396,- 
704 shares of common, it is likely 
that distributions to shareholders 
will tend to closely approximate 
earnings. Conditions in the fluid 
milk division continue far from sat- 
isfactory and with supplies likely to 
continue excessive for some time 
ahead, there is little to indicate any 
lessening of the keen competitive 
situation obtaining in this division. 
Nevertheless. the company has made 
considerable progress during recent 
years in reducing costs, while sales 
of ice cream, cheeses and other milk 
by-products on which profit margins 
are higher, continue to record satis- 
factory progress. Early this year it 
was announced that the company 
had acquired Carl Marty & Co., 
cheese manufacturers, 


large swiss 
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thus further extending its position 
in this branch of the business. The 
company currently is understood to 
be experimenting with two quarts 
and gallon containers for milk which 
would be marketable at well below 
the single quart prices and if this 
proves successful, it may well help 
to solve the problem of meeting com- 
petition from independent cut-rate 
bulk dealers. In any event, condi- 
tions in the fluid milk division should 
be no worse than last year, while the 
other branches give evidence of ex- 
tending the gains reported for the 
first quarter when earnings were 
officially stated to have run “sub- 
stantially” ahead of the like 1938 
interval. 





R. J. Reynolds Tobacco Co. 


Please give me a current appraisal of 100 
Reynolds Tobacco “B” as a dividend paying 
investment and also for market appreciation. 
I have 100 shares at an average of 55. Does 
your research into the company’s statistics 
show that the downward trend in earnings 
is now turning around? Will increasing ciga- 
rette taxes materially depress sales volume? 


—H]. F., Portland, Ore. 


Aided by low ingredient costs and 
well sustained volume business, in- 
dications are that R. J. Reynolds 
Tobacco Co. will be able to show 
earnings for 1939 slightly ahead of 
the $2.37 a share shown on the com- 
mon and class “B” stocks in 1938. 
Of course, higher cigarette taxes 
present a serious problem, but any 
loss of business from that cause 
should be promptly made up on an 
increase in consumer purchasing 
power. Moreover, indications are 
that the current recession in gen- 
eral business activity has had but 
little effect upon purchasing power 
as a whole because of large offsetting 
government expenditures so that 
cigarette consumption should be but 
little affected. There is, of course, 
keen competition from the so-called 
“ten-cent” brands but this has been 
successfully met in the past through 
effective advertising and quality ap- 
peal. We do not feel that competi- 
tion of that type will prove more 
than temporary, since any improve- 
ment in general business will tend 
to again shift consumers back to the 
popular priced cigarette brands. 
Reynolds’ financial condition has 
been maintained in fair shape and 
indications are that dividend pay- 
ments will approximate earnings. 
Last year total dividends to stock- 
holders equalled $2.30 a share. Divi- 





dends so far this year total $1, 
share, consisting of two interim pay 
ments of 50 cents. Indications an 
that total dividends this year yjl 
at least equal and possibly exceej 
those of 1938. In our opinion, ther. 
fore, the stock of this leading ciga. 
rette and tobacco producer offers gt. 
traction to one interested in a rek. 
tively secure income return, while 
at least moderate appreciation should 
be recorded by the stock in the mar. 
ket as general business condition; 
again improve. 





U. S. Rubber Co. 


Holding 100 shares of U. S. Rubber com. 
mon at 60, I would appreciate your advice 
at this time. Is this stock entitled to sell «4 
its present high earnings ratio in view of the 
$83 preferred stock dividend requirements? |j 
the latter should be eliminated with the sub. 
stitution of a lower yield issue, would it r. 
sult in a sharp run-up in the price of the 
common?—J. B., Los Angeles, Calif. 


With both replacement and new 
equipment business running well 
ahead of 1938, indications are that 
U. S. Rubber Co. will report eam- 
ings on its common stock for the 
current year sufficient to justify 
present prices of around 40 for the 
common stock. Earnings during the 
first quarter exceeded preferred divi- 
dend requirements. The $8 preferred 
stock of this company which is non- 
-allable is outstanding in the amount 
of 651,091 shares, but since divi- 
dends are non-cumulative, there are 
no arrears to be cleared up and given 
an extension of the improvement re- 
cently enjoyed in sales volumes and 
profit margins, the common might 
well soon be placed on a dividend 
basis. Finances of the organization 
have been measurably improved 
during recent years and at the close 
of 1938 total current assets of $89, 
939,698, including cash alone of 
$16,574,581, compared with current 
indebtedness of only $23,262,487. 
Funded debt at the close of last year 
consisted of $44,950,000 of first mort- 
gage and collateral trust 41/4,% bonds 
due July 1, 1958, which were sold 
privately last year to three insurance 
companies. The company recently 
announced that effective July 1 o 
this year the interest rate on thes 
bonds had been reduced by agree: 
ment to 354%, thereby effecting 4 
very worth while saving. Not only 
do indications point to sustained 
good business in the important auto- 
mobile tire division, but its recell! 
development of Foam Sponge rb: 


THE MAGAZINE OF WALL STREE! 

















her cu: 
with | 
branch 
contri 
ings. ' 
divisio 
presser 
becaus 
activit 
stage @ 
we bel 
mon $ 
lative 

realize 
ditions 


emer 


Secu 


ee 


(( 


the is 
fear 01 
The p 
results 
can fo 
sake ¢ 
the fu 
tion ¢ 
marke 
part, 

the st 
invest 
sively 
will be 
promi 
betwe 
ers’ ¢ 
longec 
his co 


(( 


and t 
shares 

In : 
ity, au 
preva. 
the fa 
divide 
and ¢ 
The | 
practi 
dends 
would 
$718.4 
These 
on 10 
8625 | 


JUNE 





al $1 
rim pay- 
ions are 
ear vill 
” eXcee 
n, there. 
ng Ciga- 
fers at. 
1 a rela. 
1, while 
n should 
he mar. 
nditions 


bber com. 
ur advice 
to sell «t 
ew of the 
ments? If 


» the sub. 
uld it re. 
ce of the 


nd new 
1g well 
re that 
rt earn- 
for the 
justify 
for the 
ring the 
ed divi- 
referred 
is non- 
amount 
‘e divi- 
1ere are 
d given 
rent re- 
nes and 
| might 
ividend 
rization 
iproved 
1e close 
of $89,- 
one of 
current 
262,487. 
ust year 
st mort: 
bonds 
re sold 
surance 
‘ecently 
ly 1 of 
n_ these 
- agree: 
cting 2 
ot only 
stained 
it auto- 
~ recelll 
ge rub- 


STREET 


per cushions and mattresses has met 
with excellent reception and_ this 
branch of the business promises to 
contribute liberally to future earn- 
ings. The mechanical rubber goods 
division, while likely to remain de- 
pressed over the immediate future 
because of the let-down in industrial 
activity generally, should ultimately 
stage a worth while recovery. Thus, 
we believe that this company’s com- 
mon stock offers interesting specu- 
lative possibilities which should be 
realized when general market con- 
ditions become more normal. 





Securities to Hold Today for 
Tomorrow's Profits 





(Continued from page 225) 


the issues which have nothing to 
fear or hope from the business cycle. 
The person who is interested in net 
results over a period of years and 
can forego immediate return for the 
sake of probably larger returns in 
the future is in the fortunate posi- 
tion of the shopper in a_ buyers’ 
market. He will avoid, for the most 
part, the favorites of the moment, 
the storm-cellar stocks which many 
investors are forced to buy exclu- 
sively. At least a part of his capital 
will be deliberately aimed at a com- 
promise of the sort described here 
between capital goods and consum- 
ers’ goods equities. Only a_pro- 
longed depression is likely to stamp 
his compromise as unwise. 














Du Pont Proves Its Vitality 





(Continued from page 229) 


and these six shares represent 118 
shares of du Pont. 

In addition to limited marketabil- 
ity, another reason for the discount 
prevailing in Christiana Securities is 
the fact that taxes must be paid on 
dividends received by the company 
and disbursed to its 
The policy, however, is to pay out 
practically all of net income as divi- 
dends, and the holder of six shares 
would have received $708.60 in 1936, 
$718.80 in 1937 and $345 last year. 
These payments compare with $610 
on 100 shares of du Pont in 1936, 
$625 in 1987 and $325 in 1938. Ad- 


stockholders. 
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Quite a Load 


Taxes are necessary — you couldn’t run a city, state or 
government without them. But they do mount up. 


Fact is, a considerable part of the money you pay us for 


telephone service goes right out in taxes. 


Bell System taxes for 1938 were $147,400,000— 
an increase of 56% in three years. In 1938 taxes were: 


Equal to about $550 a year per employee 





Equal to $9.50 per telephone in the Bell System 





Equal to $7.54 per share of A. T. & T. common stock 





BELL TELEPHONE SYSTEM 


You are cordially invited to visit the Bell System exhibit at 


the Golden Gate International Exposition, San Francisco 


ministrative expenses of the holding 
company are negligible in relation to 
its size. Should tax considerations 
ever induce liquidation of Christiana 
Securities through distribution of its 
assets pro rata to shareholders, the 
purchase of this issue rather than of 
du Pont common would show an 
immediate gain. It must be re- 
peated, however, that only those to 
whom liquidity is not important 
should take advantage of the dis- 
count which customarily prevails in 





Christiana Securities. 

Investors for the shorter term 
have a problem in determining 
whether the trend of du Pont’s earn- 
ings throughout the balance of the 
year will disappomt present expec- 
tations. With general business ac- 
tivity lower now, there can be no 
question that industrial consump- 
tion of the company’s major lines of 
chemicals has suffered, nor can there 
be doubt that lower volume in these 
lines, if prolonged, would more than 
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BENEFICIAL INDUSTRIAL 


LOAN CORPORATION 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 
PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/.¢ per share 


COMMON STOCK 
45¢ per share 














Both dividends are payable June 

30, 1939 to stockholders of record 

at close of business June 15, 1939. 
E. A. BAILEY 


Treasurer 


June 1, 1939 








DIVIDEND 
ARMOUR AND COMPANY 
OF DELAWARE 


On June 2 a quarterly dividend of one and 
three-fourths per cent (1% %) per share on the 
Preferred Capital Stock of the above corporation 
was declared by the Board of Directors, payable 
July 1, 1939, to stockholders of record at the 
close of business June 13. 1939. 


E. L. LALUMIER, Secretary 





LOEW’S INCORPORATED 


*“*THEATRES EVERYWHERE” 
June 9th, 1939. 
HE Board of Directors on June 7th, 1939 
declared a dividend of 50c per share and 
50c extra per share on the outstanding 
Common Stock of this Company, payable 
on June 30th, 1939 to stockholders of record 
at the close of business on June 20th, 1939. 

Checks will be mailed. 
DAVID BERNSTEIN 
Vice-President & Treasurer 





——Ranch for Sale 
In Green River Valley, Wyoming .. . 


one of the West's best game 
and fishing sections. 


10,000 acres (6,000 fenced, 2,000 irrigated). 
Well stocked with sheep. Also milch cows 
and horses. Accommodations and equipment 
for 30 guests. Price $75,000. For particulars 
see your broker or H. F. Stene Co., Inc., 
149 Broadway, New York Oity. 
Telephone REctor 2-5777. 














Deep Into The Interests 
of REAL BUSINESSMEN 


By carrying its analysis of business 
and industry further than other pub- 
lications—down to the dollars and 
cents value of their securities—THE 
MAGAzINnE OF WALL STREET reaches 
deep into the real interests of 
Businessmen. 


Doing so, it provides a superb me- 
dium for the advertising message of 
many a company. 


Is yours among them? 
The Magazine of Wall Street 


AND BUSINESS ANALYST 
90 BROAD ST. NEW YORK, N. Y. 











outweigh the steady but small gains 
the company makes each year with 
its newer products. Increased com- 
petition in basic chemicals has re- 
lieved buyers of the necessity of for- 
ward purchases to avoid delivery 
delays, and business will come to 
du Pont only as its customers are 
able to sustain their operating rates. 
Considering the reaction already felt 
in the major industries, chemical 
sales have held up well, however; 
should the reaction prove short, its 
effect on 1939 earnings would prob- 
ably be invisible. The company has 
in its favor a definite long-term up- 
trend, and this tends to reduce the 
risk even of purchases made for the 
short or intermediate swings. For 
commitments deliberately aimed at 
participation over a period of years 
in the gains of American industry, 
few more logical vehicles than 
du Pont common could be found. 





Commonwealth Edison 





(Continued from page 239) 


deductions from $22,730,040 to $19,- 
817,772. In part this savings of 
nearly $3,000,000 reflects the lower 
interest charges resulting from re- 
funding operations, but to a greater 
degree, the elimination of publicly- 
held preferred and common stocks 
of subsidiaries. 

Total operating expenses and 
taxes last year were about $1,400,000 
lower than in 1937—a decline of 
1.4%. Operating expenses were 2.4% 
lower, reflecting principally reduced 
consumption of fuel due to the de- 
crease in electric sales. Kilowatt- 
hour sales were off 6.4%, although 
revenues were down only 0.1%. 
Provision for all taxes was $385,169 
below the 1937 figure. 

Applied to the 8,301,370 shares 
of common stock outstanding at the 
end of 1938, consolidated net income 
of $19,701,625 was equal to $2.37 a 
share, comparing with $16,202,437, 
or $2.08 a share on 7,779,815 shares 
in 1937. Had earnings last year and 
in 1937 had the full benefit of the 
elimination of dividends paid on pre- 
ferred and common stocks no longer 
outstanding, per share results would 
have been $2.40 and $2.45 a share 
respectively. 

Last year Commonwealth Edison 
spent $20,564,738 for property addi- 
tions and extensions. Of this amount 


$11,344,878 was provided by de. 
preciation and property retirements 
in prior years. Current assets at the 
close of 1938 aggregated $75,817,265 
and included nearly $48,000,000 in 
cash and U. S. Government secuji- 
ties. Current liabilities amounted to 
$27,612,120. Current assets as re. 
ported do not include some $16, 
000,000 in cash representing partial 
proceeds of bonds sold last Decem- 
ber, and which will be applied to 
current construction expenditures, 

Including the recent issuance of 
$25,283,300 convertible debentures a 
total of $129,431,400 have been 
issued. All of these debentures are 
convertible into the common stock 
at $25 a share and up to April 1, last, 
$18,000,000 par value of the deben- 
tures have been presented for con- 
version. Assuming the ultimate con- 
version of all the remaining deben- 
tures, outstanding common shares 
would be increased to 12,758,626. 

Giving effect to the increased 
number of shares and allowing for 
the savings in debentures interest 
there would, nevertheless, be some 
dilution in per share earnings. Just 
how much may be seen when these 
capital changes are applied to recent 
earnings. 

In the twelve-month period ended 
March 31, last, Commonwealth Edi- 
son reported net income of $20,975,- 
903, or the equivalent of $2.30 a 
share on the 9,105,791 shares then 
outstanding. This was a gain of 
some $4,000,000 over the same period 
a year ago. Add to the current 
showing the savings in debenture in- 
terest and applying the result to 
12,758,626 shares, the equivalent of 
about $1.87 a share would have been 
shown. Actually, however, per share 
earnings would probably have been 
in the neighborhood of $1.85 a share 
after allowance is made for increased 
Federal income taxes and the public 
issuance of 70,000 shares earlier this 
year and which were formerly held 
by Commonwealth Subsidiary Corp., 
a wholly owned subsidiary. The 
latter company still holds 168,538 
shares of Commonwealth Edison 
common, which subsequently may 
be publicly sold. 

Last November the company 
raised the dividend on its common 
stock from 3114 cents quarterly to 
40 cents. This rate may appear 
rather liberal in relation to recent 
indicated earnings, on the basis of 
full conversion of the debentures, 
but in view of the inherent stability 
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of the company’s business and earn- 
ings a greater latitude in the matter 
of dividends is permitted than would 
be the case of a company identified 
with a more volatile industry. 

Thus far this year Commonwealth 
Edison common has fluctuated with- 
in the narrow range of 2934-2558. 
Atrecently quoted prices around Q9, 
the shares yield nearly 6%. From a 
market standpoint, not much in the 
way of price appreciation can be 
promised in the face of the potential 
conversion of the debentures and 
the consequent dilution of per-share 
amings. On the other hand, the 
shares embody those important ele- 
ments essential to a dependable 
income-producing medium and may 
justly be included among the better 
grade public utility common stocks. 





Present and Future Leaders 
in Retail Trade 
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earnings, selected issues among the 
variety chains might well be subject 
to important price gains later this 
year. While several of the smaller 
variety chains may be credited with 
a stronger element of potential 
growth than Woolworth, the largest 
of the group, it may be said in favor 
of Woolworth, that the company has 
yet to receive the full benefit of its 
new policy, inaugurated during the 
past several years, of carrying of 
much wider range of merchandise, 
with prices up to $1. 

Prospects for grocery chains have 
improved materially over the past 
year. Price-cutting tactics forced 
upon many grocery chains last year 
as an expedient to move surplus in- 
ventories have practically disap- 
peared. Even more important from 
a longer range earnings stand- 
point is the marked subsidence 
of efforts to impose punitive taxes 
upon chain stores. Chain store 
baiting, in the form of discrimi- 
natory tax legislation, is no longer 
as popular with the voters, as wit- 
ness the defeat of several state tax 
referendums. Moreover, chain store 
taxes have suffered several impor- 
tant defeats on the grounds of ille- 
gality. Campaigns pursued by a 
number of national grocery chains 
have proved effective in “selling” the 
chains to the public. Grocery chains 
have also found it possible to effect 
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important economies and add to 
their efficiency by greater emphasis 
upon the larger super-market type 
of stores. Many unprofitable store 
locations have been closed in recent 
years, it having been found possible 
to supplant five or six smaller units 
with a single large store without any 
loss in volume. In fact, in not a few 
instances sales have registered im- 
portant gains as a result of this 
policy. 

All of which has already found 
tangible recognition not only in the 
earnings of leading grocery chains, 
but also marketwise in a fairly sub- 
stantial price recovery in a number 
of chain store issues. Nevertheless, 
there is still room for considerable 
further recovery in the earnings of 
such grocery chains as Safeway, 
Kroger and First National, a prom- 
ise which still lends considerable in- 
vestment and speculative merit to 
their shares. Jewel Tea, with a long 
record of stable earnings and a lib- 
eral dividend policy, is attractive on 
an income basis. 

It is no longer strictly correct to 
classify Montgomery Ward and 
Sears, Roebuck as mail order firms. 
For many years the two leading mail 
order enterprises, both Montgomery 
Ward and Sears, Roebuck now de- 
rive the bulk of their total sales from 
retail stores operated throughout the 
country. Last year, for example, of 
total sales Sears, Roebuck derived 
62% from stores and 38% from its 
mail order division. In fact, both 
companies have become virtually 
chain department stores and giving 
many of the older department stores 
some pretty stiff competition. Cur- 
rently, these two companies are 
cashing in on a double-barrelled op- 
portunity. Store sales are being en- 
larged not only by well sustained 
consumer purchasing power, but 
from all appearances both Sears, 
Roebuck and Montgomery Ward 
are scoring important competitive 
gains at the expense of other retail 
organizations. Both companies are 
able to make a strong competitive 
bid on price appeal, and in addition 
both companies will extend time 
payments to cover practically any 
article of merchandise. Mail order 
sales are being supported by farm 
income which currently is practical- 
ly on a par with a year ago. More- 
over, with the recent passage by the 
Senate of the $1,217,000,000 farm 
subsidy and parity program there is 
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THE TEXAS CORPORATION 


uy 


A dividend of 50¢ per share or two per 
cent (2% ) on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on July 1, 1939, to 
stockholders of record as shown by the 
books of the corporation at the close of 
business on June 9, 1939. The stock 
transfer books will remain open. 
C. E. WoopsripGE 
Treasurer 





1471n Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 

















Allied Chemical & Dye Corporation 
61 Broadway, New York 

May 31, 1939 

Allied Chem’cal & Dye Corporation 

has declared quarterly dividend No. 73 

of One Dollar and Fifty Cents ($1.50) 

per share on the Common Stock of the 

Company, payable June 20, 1939, to 

common stockholders of record at the 
close of business June 10, 1939. 

W. C. KING, Secretary 








slight chance of any serious diminu- 
tion in farm purchasing power for 
some months to come. 

Montgomery Ward this year re- 
ported the most profitable first quar- 
ter in its history; sales in April were 
the largest monthly volume ever 
shown by the company. Sears, Roe- 
buck, both for the four weeks and 
the twelve weeks ended April 23, re- 
ported the largest sales in its history. 
Later comparisons may not be as 
pronounced because they will be 
made with 1938 months in which the 
business of both companies began to 
turn upward. It, however, appears 
to be a foregone conclusion that 1939 
will be a banner year for both Sears 
and Montgomery Ward. Spiegel, 
Inc., a smaller mail order company, 
specializing entirely in installment 
sales, has also shared importantly in 
the larger volume of business this 
year. Sales in the first three months 
were some 25% ahead of last year, 
with March showing an increase of 
better than 30%. Among lower 
priced issues, the shares of Spiegel, 
Inc., may be credited with specula- 
tive attraction. 
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Laggard Industries? 
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Kennecott and from $1.10 to pos- 
sibly 75 or 80 cents for Anaconda. 
But from a stock market angle, there 
is little doubt but that this factor 
has been fully discounted. What 
probably has not been discounted is 
the prospect for restricted produc- 
tion in the near future and potential 
longer term demand for armament 
and industrial purposes. 

If the current copper situation 
differs essentially from that in steel, 
the position of the petroleum indus- 
try differs just as essentially from 
that of either. As oil men are wont 
to put it, it is the “law of capture 
and offset drilling” that sets the oil 
business apart from virtually all 
others even in the extraction field. 
And it is this, too, that makes it so 
difficult to adjust supply to demand. 

In a nutshell, the current situation 
is this: Though gasoline demand 
this year is running about 5% ahead 
of 1938, prices are still under a year 
ago despite several small increases 
in the mid-continent area this spring. 
Moreover, crude quotations, while 


about 16% below this time last year, 
still allow refiners, especially those 
serving the Atlantic Coast areas 
which have not seen the price better- 
ment that has occurred in the Mid- 
west, an inadequate spread. In 
other words, most of the industry’s 
partially integrated units are be- 
ing squeezed from both ends while 
straight crude producers continue to 
feel the effects of lower prices. Best 
situated companies are fully inte- 
grated units operating in the mid- 
continent area, but even these find 
little cheer in the current picture. 

What is patently needed to revive 
the oil industry is better control of 
crude output together with higher 
refined prices and, later on, some 
improvement in crude quotations. 
On the first score much depends on 
the impending renewal of the inter- 
state oil compact and inclusion of 
Louisiana and, more especially, Illi- 
nois, important non-member states. 
Unfortunately, however, there now 
seems little likelihood that the latter 
will join. Unless crude output is 
shortly curtailed (five-day produc- 
tion week in Texas is being continued 
through June) or substantially bet- 
ter gasoline prices are forthcoming 
this summer, there would appear to 
be a distinct possibility of a further 
reduction in crude quotations. 

Due to the seasonal upturn in con- 
sumption and slightly better prices, 
oil company earnings this quarter 
will probably compare favorably 
with those of the March period but 
are expected to fall below a year ago. 
Over the longer term future, and 
apart from the question of crude 
conservation, probably the most en- 
couraging aspect of the industry’s 
development is the progress that is 
being made in the chemistry of re- 
fining. The average gasoline yield 
from a barrel of crude was increased 
114% to 44.77 last year and, includ- 
ing natural gasoline from oil well 
gas, gasoline production now runs 
over 48% of crude output. The new 
catalytic refining processes (the 
Houdry process of Sun and Socony 
and a similar process of Standard of 
New Jersey and Standard of In- 
diana) promise much in the way of 
gasoline recovery from even the low- 
est grade oils and, consequently, 
greater profits to the industry. It is 
along these lines, as well as in im- 
proved prospecting and _ drilling 
methods, that we are most likely to 
see longer term progress of the oil 
industry. 
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stimulating consumer spending{ 
its way into the bank depogit 
business enterprises and thug. 
comes available for business ing 
ment. There can be no doubt 
the secondary effects of Fe 
spending in 1934-1935, as ultimat 
reflected in corporate spending 4 
investment, played an impor 
role in the relatively good busi 
volume of 1936-1937. 4 
There is a possibility that { 
sequence may carry the present bi 
ness upturn into a better than| 
pected recovery phase over the ne 
several months, but it seems 
likely that at best we can expect 
temporary revival rather thanag 
tained advance similar to that whi 
began in the spring of 1935 and 
into the late summer of 1937, ~ 
What would eventually happeq 
a pro-business administration shou 
be elected in 1940 is another a 
somewhat distant story. Suffice’ 
to say that no further pump primi 
would be needed. America wWol 
gradually begin the productive] 
vestment of the vast supply { 
money created by the preced 
eight years of New Deal defi 
financing. The New Deal woil 


have financed jts successor’s bool 





The Investment Clinic 
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With more and more invest 
compelled to divert a portion 
their funds to common stocks 
order to bolster reduced investimé 
income, demand for the more § 
dividend paying issues continues ti 
abated. Within reasonable limit 
tions, this policy has the endot 
ment of this department, and Wh 
the idea of separating the shé 
from the goats, a list of divide 
paying issues with appropriate col 
ments was presented in the § od 
holders’ Guide in the Magadil 
dated June 3. In the hopes of as 
ing readers to make a choice of f 
more dependable income produt 
common stocks, another list of lif 
yielding common stocks, togelil 
with comments, accompanies # 
discussion. d 
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